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PRIVATE ENTERPRISE AND SOCIALISM * 


Tue objectives of the highly industrialised nations of the 
modern world are, in the first place, how to secure the greatest 
output of goods and services with the least human effort, in the 
second place, how to distribute that product with the greatest 
approach to equity between all sections of the community, and at 
the same time in such manner that production, on which the gen- 
eral standard of living depends, is not hindered but fostered, and, 
finally, how to do all this without the abandonment of personal 
freedom or democratic Government. It is obvious that I cannot 
adequately discuss all these formidable issues in half an hour. I 
propose to confine myself to some examination of an issue which 
is germane to all these problems, viz., the issue of private enter- 
prise as against Socialism looked at from a practical rather than a 
theoretical point of view. I am not an economist. My only 
title to address you is that in a working life of over forty-five 
years I have spent fifteen years in Government service and over 
thirty years in private international banking, and have had, there- 
fore, a chance to see the best and the worst of both worlds. 

I will not spend any time in trying to define the terms private 
enterprise and Socialism. The first speaks for itself, the second 
the Webbs defined as ‘ the substitution of the dictatorship of the 
capitalist by government of the people, by the people and for the 
people in all the industries and services by which the people live 
and a more equitable sharing of the national product.” Except 
for the principle of more equitable sharing, these words seem 
so vague to us now as to have little meaning. I suppose the term 
general collective ownership is the best summary of them. For 
very many Socialist wage-earners the ruling idea has been, I 
think, still more simple. Abolish profits. Equalise wealth, dis- 
tribute the surplus over the whole people and everyone will then . 
be all right. For the Webbs, strangely enough, their words 
ultimately came to mean Soviet Communism. 
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In a complex, highly civilised society, the work of supplying 
the infinitely varied goods and services is performed by com- 
panies and firms of all sizes, a few very large, some big, mostly 
medium-sized or small, these businesses being born, growing up, 
some progressing, others not progressing, some dying early, some 
living long, particularly the big ones like elephants, but none 
stationary, all going up or downhill according partly to circum- 
stance, partly to efficiency of management. No Government 
organisation can possibly forsee all the new opportunities which 
may occur or grasp them as they do occur. Human generations 
succeed one another very rapidly. What is essential is that a 
lot of new grass should be constantly growing up, that men of a 
new and young generation should be able to start new and small 
businesses, build up capital and replace the dying generation. 
That cannot happen now. A young man without means of his 
own or with only small means can carry on his father’s business, 
if his father has one, or go into another business. But he can 
hardly create a new one or even buy a share of an old one, since 
he has no means of saving capital. In these circumstances, what 
Mr. Churchill has called the vital creative impulse in our so. ety 
must be, and indeed is, at a very low ebb. Very many young 
men of initiative indeed have no thought but to find another 
country where that vital force beats more strongly. On the other 
hand, whatever its demerits—and I shall have something to say 
about them—private enterprise regulated by the price system and 
the profit-and-loss system does, in fact, work. It is not respon- 
sible for poverty in this world, for the human race has never been 
anything else but poverty stricken. It is the growth of tech- 
nology exploited by private enterprise which has, notwithstanding 
the vast growth of population, very greatly raised the general 
standard of life in industrial countries. If wars or rumours of 
wars will allow it, this process will continue probably at an accel- 
erated rate, as the immense increase of productive power recently 
in the U.S. demonstrates, though plenty for all is still a long way 
away. But the extension of collectivist control must tend more 
and more to paralyse the vast multiplicity of relationships which 
characterise a system of free private enterprise and cut the in- 
numerable bonds which unite such an economy as ours with those 
of other countries, except of course with Communist countries 
with whom no such bonds can be built up. The more Govern- 
ment extends its tentacles over society, the more private initia- 
tive must wither; the more Government engulfs all the savings 
of the community, the more the development and modernisation 
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of private industry, which is dependent on private savings, 
must be thwarted. 

Secondly, Socialism has not only under-estimated the complex- 
ity of our economy, but has until recently concentrated almost 
entirely on the distribution of existing wealth and not on the 
production of more. Redistribution of income by taxation has 
now been carried to the limit, and I think beyond it, if our 
main aim is to be the production of still greater wealth. For 
instance, if it were to be decreed that no man in the country should 
have an income of more than £550 net of tax a year and the re- 
sulting surplus were distributed, and even if production were to 
remain as large as before, the addition to all other incomes would 
be quite small, some £25-£30 a year. But, of course, if any such 
wholesale redistribution as this were to be made forcibly, pro- 
duction, at any rate by private enterprise, would be altogether 
undermined. Thus Socialism along the lines of redistribution has 
more or less reached a dead end. Many in my audience may 
perhaps feel the aptness of some words used towards the end of 
his life by Professor Alfred Marshall. ‘‘ Many social reformers,” 
he said, “‘ in their desire to improve distribution are reckless as to 
the effects of their schemes on the production of wealth. They 
argue that if the distribution of wealth were somewhat improved, 
the present or even rather a small national income would suffice 
for all the reasonable needs of man. But statistics prove that 
this is not the case.” That is true to-day. Another passage 
seems to me equally apt—‘“‘I am convinced,” he wrote, “ that, 
so soon as collectivist control had spread, so far as to narrow 
considerably the field left for private enterprise, the pressure of 
bureaucratic methods would impair not only the springs of mater- 
ial wealth but many of those higher qualities of human nature the 
strengthening of which should be the chief aim of social endeavour.” 

Finally, in my view, a general extension of Socialism would 
lead to two further consequences, which, however important they 
may be, I have no time to do more than mention. 

Firstly, if everything else is controlled and planned, I do not 
see how it will be possible to leave labour free or to avoid its con- 
trol and direction. It is to British Socialism’s great honour and 
credit that it stands for personal freedom. But with no profit 
motive and no direction of labour, from whence is to come power 
to make the machine work? In the second place our Parlia- 
mentary liberties surely grow out of the freedoms of our personal, 
our social and our economic life. We already see that the tasks 
not only of Ministers and Members of Parliament but of the 
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Controllers of the nationalised industries themselves would be 
intolerable, if all their affairs were to be constantly the subject of 
scrutiny by Parliament. Indeed, we all know that already Min- 
isters and Civil Servants are breaking down under the strain of 
Government. What folly to add constantly to their burdens. If 
this process continues they must inevitably be tempted to re- 
place Parliamentary by purely bureaucratic control. More than 
that, the enormous growth of voters, men and women, dependent 
on the Government, as the Civil Service expands and nationalised 
industry spreads is surely a danger to free democratic government 
and a danger ultimately, in my opinion, to the organisations and 
Trade Unions in which these voters are organised. ‘“‘ No man 
can serve two masters.” In the end the State must inevitably 
assert its claims to obedience. I should be the last to decry the 
Socialist ideal of public service. But all honest work useful to 
the community is public service. If there are two farmers, one 
working for the Government on a salary and one working for him- 
self, and making either a profit or a loss, which is working best 
for the community? Surely he who produces most at least cost 
in human effort, and, human nature being what it is, the odds are 
that that man is the second one. That is the same principle 
throughout all business. 

If for the reasons I have given, Socialism is ruled out, what is 
to be said about still further adventures in nationalisation, for 
instance, the nationalisation of iron and steel? The Prime Min- 
ister, I think, said recently that the arguments for it were over- 
whelming. For my part I have never seen one which holds water. 
The only sound reason would be that the Government could be 
counted on to produce more steel and at a lower cost than the 
present management. 

What shadow of proof is there that an Official Board subject 
or not subject to a Supreme Economic Authority could do this or 
would be able with greater facility, efficiency and elasticity to 
control and supervise the world-wide ramifications of a great in- 
dustry like this one? None that I can see. The only argument 
can be that wage-earners would produce more if they were serving 
the community directly. But of course they are serving the 
community now, and, if any of my arguments are right, serving 
it better than in a bureaucratically-run world. A contrast is 
often made between producing for use and producing for 
profit. But this is in the vast majority of cases without meaning. 
A great steel company works solely to produce steel for the com- 
munity. To do so it must spend its resources mainly in wages 
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and raw materials and general operating expenses, which will 
normally account for the great bulk of its expenditure. After it 
has met in addition, taxation, depreciation and retained undistrib- 
uted a portion of its profits—and it is vital it should do so—there 
is a very small percentage indeed left for dividends. Companies 
cannot serve the community unless in addition to paying wages 
they have something over at the end to provide a return on the 
capital, which is vital to them and which the shareholders have 
risked in the enterprise. One essential change is that the wage- 
earners should realise this and that the shareholders are also their 
partners in serving the community. 

Mr. Bevin has recently found an entirely new argument that 
the Foreign Secretary cannot properly conduct British foreign 
policy and negotiate deals, for instance in coal, without the Govern- 
ment being in full control of the industry whose product is the 
subject of the bargain. That, I must confess, is to me an aston- 
ishing argument, leading towards a wide extension of the control 
by Government of our foreign trade. 

There is perhaps one other argument. Now that taxation has 
reached a level so high that private savings may well be insufficient 
for the capital needs of industry, how are those needs to be met ? 
Must not the Government meet them? And can the Government 
find capital for privately owned concerns? This is a serious 
question. Modernise our industries we must. The answer must 
be that the Government should, by its general policy, restore 
the capacity of private persons to save enough. 

Mr. Shinwell is reported to have said recently that national- 
isation “‘is not an objective.” ‘Social purpose,” he said, is an 
objective and social purpose is ‘‘ equity, fairness, social justice.” 
Is nationalisation, he said, going to produce “ happiness, secur- 
ity, prosperity’? My answer is :—The business of the managers 
of a nationalised steel industry—to continue with that as an 
example—is, of course, to provide as good conditions as possible 
for their workers, so that they may be as happy, secure and 
prosperous as their services to the community allow. But the 
primary duty of the management—and the only means by which 
they will add something to “‘ happiness, security and prosperity ”’ 
of the community at large, including the steel workers, and to 
“ equity, fairness and social justice ”’ is, as I have already said, to 
produce steel in as large quantities and as economically as poss- 
ible so that a sufficient supply of it and its multifarious sub- 
products is available to improve the conditions of the whole of 
industry and to be exported in competition with other countries, 
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and so to help us buy our bread. What in the world is to be 
gained by the community paying the shareholders interest on 
Government Bonds instead of letting them earn or not earn 
dividends as the case may be, and by replacing expert industrial 
management by a new and untried bureaucracy? There is an 
alarming tendency, more, it seems, among Ministers themselves 
than Civil Servants, to have a very great conceit of themselves, 
and to think that nobody else is any good at running things. 

Nationalisation has a further great danger. Where share- 
holders, managers and workers are engaged in what is, in effect, 
a co-operative enterprise, strikes and disputes are held in check 
by the knowledge that they may ruin the enterprise and destroy 
the livelihood of all. But why should wage-earners hesitate, if 
their pressure is directed against the resources of the whole com- 
munity? But that involves the Trade Unions facing the Govern- 
ment and the community directly. In the end the Trade Unions 
may well fear the effect upon themselves. And not only the 
Trade Unions but consumers in general, since the natural tendency 
of the workers in nationalised industries must be to make the most 
of their opportunities. As a community we can only live by our 
costs being competitive with those of other countries. Is it 
likely that Governments will be more effective in keeping down 
costs than the managers of private industries have been? It 
may be that we shall have to go through hard and dangerous 
experiences before either Governments or wage-earners or the 
community learn the inexorable lessons which our necessities 
will certainly teach us. 

Whatever the Government may have done or be doing about 
public utilities, there is in my view a perfectly clear frontier be- 
yond which the Government should not go. They should not 
embark on competitive enterprise. By so doing they must them- 
selves create monopolies and stifle competition, where it is needed. 

There are some other very special and powerful arguments in 
the case of this country. We are the most precarious community 
in the world, depending as we do for our very lives on imports. 
It is vital that our export trade should be carried on with the 
utmost freedom and flexibility. We are not exporters, as is 
Russia, for instance, of bulk products, grain, timber and so on, 
which can be comparatively easily handled by Governments. 
Our exports consist of a thousand and one articles of every kind, 
to sell which we have to compete in price and quality with all 
other countries. Such sales depend on our exporters establishing 
the closest personal relations with buyers abroad, on constant 
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travelling and constant personal attention, and on management 
being ready quickly to change course according to endlessly vary- 
ing circumstances. This work, involving the closest contact with 
private businesses abroad, large and small, cannot in the nature 
of things be effectively undertaken by Governments or even, in 
my opinion, by Government-controlled institutions. Our export 
trades—and steel is one of them—should, for this reason alone, 
be left to private initiative. 

I would add another point of a somewhat analogous character. 
Our assets abroad, the loss of which we now deplore, were built 
up by private enterprise. Except in colonial areas where certain 
Government enterprises might be undertaken, they can only be 
built up again in the same way. No other Governments are 
likely to tolerate the British Government owning great industries 
or other important assets in their countries. Take, for instance, 
the particular case of the British insurance companies which have 
for generations carried on an immense business abroad, partic- 
ularly in the U.S. If a Socialist Government were to decide to 
take over British insurance companies, would they propose to 
conduct themselves a very large insurance business in the U.S. in 
competition with American companies ? 

If my view is accepted—and it is not very different from Mr. 
Morrison’s—that all competitive industry should be excluded from 
public control, then it follows that, as it must remain in private 
hands, the capital for it shall be found from private sources and 
that the profit-and-loss system—and I hope before long an un- 
controlled price system—must apply over the whole of this field. 

I am the last man to deny that private enterprise also suffers 
like all human institutions from serious weaknesses. It is an 
important part of a Government’s function to mitigate them. 
There is, for instance, the Trade Cycle. Storms which hit us from 
abroad we cannot do a great deal about. Nor can we expect 
stability in a world frustrated by wars or extreme political tension. 
The crisis, for instance, of 1929 and after was not an ordinary 
crisis of more normal times. It arose directly out of the conse- 
quences of the war of 1914-1918. A hurricane inevitably brings 
waves which take very long to subside. The economic waves 
following the war of 1939-1945 are greater still, and it will 
take still longer before their destructive force is disintegrated. 
But, apart altogether from the enormous task resting on the 
Government of guiding us through the next few years, much will 
always depend on its management of our monetary affairs, on its 
measures to maintain aggregate demand and—what I think im- 
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portant—on its collection and dissemination among the business 
world of all relevant facts and all information as to current trends. 
I have a firm belief that for the business world to be forewarned 
is also to be forearmed. 

There is another shortcoming of private industry, especially 
rife here as a result of measures taken in the War, namely, a ten- 
dency towards restrictions of all kinds. The Government has a 
duty, and a difficult one—which it is now going to attempt to 
carry out—of forbidding restrictions which work against the public 
interest, while recognising that some methods of avoiding in- 
jurious competition are necessary and desirable. With inter- 
national peace and security, with our wider knowledge of cause 
and effect, with full information as to current trends available to 
and inwardly digested by the business world and with Governments 
intent on such remedial action as lies in their sphere, I believe we 
might see less serious ups and downs. 

But it is the fact that private enterprise implies and is neces- 
sarily based on the profit motive, or, in other words, that private 
businesses have to pay their way, which I believe to be the centre 
of the objections felt by many wage-earners to the existing eco- 
nomic order. It is against profits that the weight of the ordinary 
propagandist Socialist agitation has been directed for very many 
years. Feelings against it are deeply ingrained as a result, and 
it is not too much to say that in consequence a considerable part 
of the wage-earning population does not accept the social system 
under which it lives. 

There are, everyone will agree, very large spheres in our social 
life over which the profit motive cannot be allowed to rule regard- 
less of the common interest. I am reminded of one of them 
daily when I walk through Berkeley Square and contemplate its 
ruin as a place of beauty in the centre of our capital city. 

Profits, too, can be ill-earned from monopolies or semi-monop- 
olies, or because of restrictive practices, or from pandering to 
the public’s weaknesses, or from black markets or from gambling. 
Too big profits will be earned in inflationary times, though they 
are then as at this moment largely illusory and in addition are 
usually paid for dearly when things turn the other way. 

It is not ordinary dividends that lead to great inequality of 
incomes. “‘ Detailed analysis,” Dr. Colin Clark says, “‘ of certain 
countries shows that the most important source of inequality of 
income is the large gains made by the purchase and sale of securi- 
ties and other assets, the income from which is all concentrated 
upon a small group of persons. This is a more important source 
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of inequality than interest, interest than dividends, dividends 
than rents.” 

But the great bulk of profits in industry and commerce are 
normally and reasonably earned. Indeed, it is my view that, 
where a company or firm or individual is performing services use- 
ful to the community and where competition is adequate, the 
profits earned are a rough measure of the economy and efficiency 
of the services rendered and of their value to the community. 
I am convinced indeed that the necessity to earn profits in order 
to maintain a company’s credit and to enable it to raise more 
capital is a quite essential influence and yardstick in securing 
economy and good management. My experience is that every 
concern in the world is liable to put on fat—to the detriment of 
the community—and that it is only by unremitting attention to 
economy in every direction in order to show good results and 
compete both at home and abroad that the community’s interests 
can be properly served. It is for this reason, if for no other, that 
I should regard with great doubt theories in favour of nationalising 
“increasing returns”’ industries in order that they may be 
managed on principles presumed to be for the greatest benefit of 
the consumer, but which would render the amount of profit or 
loss made by the management irrelevant. 

As wage-earners know well, the world holds big risks in the 
sphere of employment or unemployment and a great attempt—if 
we are allowed peace and security—must be made by all Govern- 
ments as well as industry to lessen them. Similarly the world 
holds big risks for all those who invest their money in industry 
or commerce or farming. This must be so. The world is and 
will remain a risky place, and it has become much more risky 
since 1914. It is also a constantly changing world in all its parts. 
What many years in business has taught me is that losses are in- 
evitable. I should judge from their writings that many academic 
writers sitting in their studies do not recognise this. 'Whenever 
I read their works I look up in the index for the word profits and 
there are generally copious references to it, and then for the word 
losses and there is seldom any mention of it. Yet in my experi- 
ence all business is more or less a calculation of risks. And I 
might add that, though much is said about restricting profits, I 
have never heard suggestions for restricting losses, still less for 
sharing them. 

Risks and losses are, of course, not avoided by Socialism, as 
we already see very clearly to-day in the case of coal and other 
nationalised industries, and I might add, the African ground-nuts 
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scheme. But Socialist losses are, in fact, spread over the tax- 
payer to the detriment of all of them instead of being concentrated, 
as in private enterprise, on the risk-taker. What is important to 
remember is that in every business there is someone who stands 
to be shot at first, if there are losses. It is the ordinary share- 
holder in the case of the limited companies, the partner in 
firms or the individual in the one-man businesses. Profits, the 
economists tell us, contain variouselements. The first is interest 
on capital; presumably no one will object to this, certainly no one 
who himself saves money, puts it into the Post Office or other 
forms of saving and expects interest thereon. Secondly, there is 
remuneration for management, if, as in the case of a farmer for 
instance, management and risk-taking are combined. No one 
again can, I think, object to this. And thirdly, there is remun- 
eration for risk. Here let me take as a simple case the farmer 
again. Everyone knows a farmer may and almost must make 
losses at times. The risks of weather bring that about. And 
everyone knows therefore that, if he must make losses, he must 
also make profits. Or else farming would be a mug’s game. 
But just the same applies to all business. There are always 
risks. Thus the ordinary shareholder, who has not, as some 
Socialist economists persist in saying, lent his money to hiscompany, 
but given it to his company in return for pieces of paper, is in the 
front trench. A part of his dividends represents interest though 
not remuneration for management in those vast majority of cases 
where he takes no part in management and a part represents remun- 
eration for risk. The wage-earner can, of course, himself share 
in profits or losses by buying ordinary shares rather than Savings 
Certificates. But he would normally think, and rightly, that the 
risk is too great. I do not know whether many of my audience 
study what are called the “‘ Highs’ and “‘ Lows ”’ in the quota- 
tions of ordinary shares in the course of a year. The very great 
variations seen even on the best shares always astonish me. The 
Stock Market, which is a reflection of the world outside, is like a 
great ocean always in movement. 

My point is that some sections of the community must be 
ready to take these risks and supply the risk capital on which all 
employment depends. They must have capital to risk, either 
inherited or earned and saved. And they must receive remun- 
eration for taking the risk. For one thing as I have said is certain. 
If the capitalist, great or small, makes losses, no kind Government 
offers to bear them or any part of them. Governments can and 
do limit profits and tax them very heavily, but they never limit 
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losses. The great danger indeed before this country is that risk- 
saving will not be large enough for the very great sums needed to 
prevent our industries sinking into obsolescence in relation to 
other countries, with disastrous results to all of us. 

I would draw your attention to the fact that profits do not go 
to a few bloated profiteers squeezing the life out of the rest of the 
community, to those described some quarter of a century ago by 
Webbs as “ the functionless rich, whose futile occupations, often 
licentious pleasures and inherently insolent manners undermine 
the moral and intellectual manners of the community,” the 
drones, spivs, eels and butterflies, I suppose, of these days. 

I pointed out in a speech in the House of Lords recently that 
from calculations based on figures appearing in the National 
Income White Paper, it appeared that the average rate of Income 
Tax and Surtax combined paid by those who, as shareholders in 
companies or partners in firms or individuals, receive profits and 
interest taxable under Schedule D. is 4s. 9d. This means roughly 
that the average taxpayer paying tax on profit and interest under 
Schedule D. (interest being about 10% of the total) if his income 
is all unearned has a gross income of between £700 and £900 a 
year. This shows a surprising distribution of profits. When one 
takes into account that practically no net income, save in a 
minute number of cases, can exceed £4,000 and that such 
incomes are few in number, it is clear that the picture of the 
bloated profiteer is a figment of the imagination. 

Thus, the conclusion I arrive at is that it is imperative in the 
interests of all classes, not the least the wage-earning, that private 
savings in addition to undistributed profits, should be available 
not merely to buy Government bonds but also industrial and 
commercial shares on a scale much larger than before the 
War, and that industry, if it is to be sufficiently equipped, 
must in its turn show that it can increase production and make 
profits sufficient to pay dividends on the new capital raised. If 
private capital is to be so available, existing taxes must be 
diminished. 

This, I fear, is a lesson very different from that inculcated by 
Socialism over a generation or more that all are entitled to a good 
life, which can be obtained by distributing what the rich have 
among the less rich, that the honey is plentiful enough and will 
remain enough for all, the fact that the bees have continually 
to work very hard for it being left in the background. 

The reply may be made to me that the need to modernise our 
industries shows the failure of private enterprise between the 
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First and Second Great Wars. It is not so simple as that. I 
suggest that some economist—it may have been done—should 
make a thorough study of the causes of this unhappy state of 
affairs. It cannot be placed simply at the door of private enter- 
prise, since our newer industries are often as up to date as any in 
the world. It must have been something to do with old age and 
hardening of the arteries, rigidity on all sides, both capital and 
labour, complacency, ignorance, taxation, loss of profitability, 
lack of capital or failure to employ it, unemployment, and there- 
fore objection to labour-saving machinery, the growth of restric- 
tive practices in management. Whatever the causes, they must 
be cured. Rigidity and lack of adaptability on every side are 
probably the worst. We must be getting to be the most rigid 
country in the world. 

Nothing that I have said assumes an equality of incomes. I 
agree that the combination of the free-enterprise system with in- 
heritance seems to lead to too great an inequality of wealth and 
income, which then must be remedied by means of taxation and 
death duties. I am in favour of a wide distribution of wealth, 
wider than exists now. There is injustice and economic injury 
in great inequality; there is injustice and also, from the point of 
view of the community, foolishness in seeking for complete equality 
and in not rewarding talent more highly than lack of talent. 
Inequality arises not only from inheritance but from differing 
ability, differing luck, differing creative capacity, from one man 
saving and another not saving. As we have witnessed in our 
life-time in other countries, nothing is more disastrous to a com- 
munity than the destruction of the great middle class. The exis- 
tence of a wage-earning population of character, skill and intelli- 
gence is, as everyone must recognise, an indispensable foundation 
for everything, and the most important aim must be to provide 
every opportunity for each man and woman in it to rise to what- 
ever position his or her talents justify and to provide the highest 
standard for all that wealth production will allow. But I make 
bold to say that at any one moment our capacity to work success- 
fully and develop the vastly complex machine of our technological 
civilisation depends on a very small number of men and women, 
perhaps not more than a few hundred thousands—creative minds, 
enterprisers, managers, engineers, scientists, technicians, merchants 
and so on. They, too, must be suitably rewarded.. A purge 
applied to them would quickly bring a collapse of the whole 
structure. 

I doubt if Socialism works. I say this with some regret in 
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view of the high and worthy ideals which animate most Socialists. 
It seems to me that Socialism falls between two and possibly 
more stools. It takes away one incentive without replacing it by 
another. It is being extended in many other countries, at bottom 
for one reason only, namely, to magnify the powers wielded by a 
particular party in the State, namely, the Communist Party. If 
the Socialist Party were to be led further and further along this 
line, they would be more and more tempted, perhaps in the end 
forced, to abandon what they now hold firmly to, namely, personal 
liberty. 

We cannot in our critical situation afford revolutions of any 
kind. They must bring immediate disaster. We are unfor- 
tunately already very greatly weakened in dealing with our ex- 
tremely serious problem by disunity, which results from a large 
section of the population not accepting the economic system under 
which they live and believing vaguely that there is some much 
better alternative in the form of Socialism. But what Socialism 
means except a more equal sharing I think they would be hard 
put to define. What perhaps they cannot be expected to realise 
is that any better life for them must depend, firstly, on ever- 
greater production requiring the greatest efforts from all of us, and 
secondly, and following from that, on the restoration of our equi- 
librium and our credit with the rest ofthe world. To achieve these 
ends we, more than any other country, must live on our wits, and 
in order to live, we shall have to use them all. We must, as soon 
as we can, inspire confidence in other countries that we are facing 
unitedly our problems and restoring the credit of our currency. 
But it is distrust and not confidence that our extremists must 
inevitably inspire. Like all other debtor countries we can be 
immensely helped by restoring the confidence of the external 
world in our credit, by convincing them that this is a good and 
sound country to invest in, just as for instance when the U.S. was 
a debtor country, we helped them immensely by investing our 
surplus savings there. We are not likely to solve our balance of 
payments problem until we reach that point and until sterling is a 
currency the world is ready to hold. But all this is not to be 
achieved by pursuing what I regard as the obsolete, antiquated 
policy of nationalisation, which is quite behind the times as an 
instrument of welfare and progress. 

What we ought to aim at is a deliberate decision as to what 
shall be the sphere of the activities of Government and what shall 
be the sphere of private activities. That would involve the 
acceptance by all parties of private enterprise within this latter 
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sphere, and following on that an attempt to secure an under- 
standing by all parties, the wage-earners, the managers and those 
who save and risk their capital, that they are all engaged in a 
common partnership, from the successful prosecution of which 
all stand to gain. We are very far indeed from such an under- 
standing now and it could come only gradually. This may seem 
to you a Utopian idea. But since it is a true idea, it may and 


I hope will in the end prevail. 
BRAND 


London. 











DEMAND AND SUPPLY OF MONEY 


THE ‘Synthetic Exposition Relating to the Nature and 
Causes of Business Cycles” in Professor Haberler’s Prosperity 
and Depression } invites the application, to the monetary aspect 
of the discussion, of the Wicksteedian apparatus which is briefly 
described in Part I hereunder. Anattempt? so to fit the technique 
is made in Part IT. 

The discussion of changes over time required the incorporation 
of Robertsonian “ days ’”—or a modification of them. 

After the reference to Wicksteed, all quotations are from, and 
all page references to, Professor Haberler’s book (edition of 1939 or 
later). 


Part I. TECHNIQUE AND CONCEPTS 


1. The Fundamental Diagrams. 

The fundamental diagrams (1 and 2) are tracings of those 
appearing in “The Scope and Method of Political Economy in 
the Light of the ‘ Marginal’ Theory of Value and Distribution ” * 
by Philip H. Wicksteed. The original diagrams related to a 
“ commodity ”’ and its “ price.”” The following interpretation of 
them assumes, however, that they are being applied to “‘ money ” 
and ‘the money rate of interest” (the price of loans). Wick- 
steed’s purpose in constructing and explaining them was to show 
that if we do draw a demand curve (schedule) which does repre- 
sent the collective demand, including the demand by sellers (in 
our case, lenders) for such amounts of their holdings as they wish 
to reserve for themselves, then there is no such thing as a supply 
curve which can be drawn to intersect this collective demand 
curve, although there is a market supply curve, intersecting a 
market demand curve, implicit in it. 

Diagrams 1 and 2 relate, then, to the collective demand of all 
the individuals in the whole community with respect to the total 

1 (Geneva, 1940; League of Nations.) 

2 I tried before to show the applicability of the Wicksteed diagrams to 
current monetary controversy in ‘‘ The Rate of Interest,’? The South African 
Journal of Economics, Vol. 7, No. 1, March 1939. 

* Reprinted from THz Economic JourRNAL (Vol. XXIV, No. 93, London, 
March 1914, pp. 1-23) in The Common Sense of Political Economy and Selected 
Papers and Reviews on Economic Theory, by P. H. Wicksteed (London, 1933; 
Routledge. Ed. Robbins). 
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quantity of money in existence at a particular time. The collec- 
tive demand curve in Diagram | is not a market demand curve, 
but what might be called a demand-to-hold curve: a curve 
showing, for each of a range of money rates of interest, the 
proportion of the total quantity of money in existence which all 
the individuals in the community, together, would wish to hold, 
or be found in possession of, at a moment of time,! after all 
transactions which could affect the individual’s money holding at 
that moment had occurred. At some rates of interest, they might 
be willing to be found in possession of less than the total quantity 
in existence. At other rates, they might be willing to be found in 
possession of more than the total quantity. But at one rate—the 
equilibrium rate—they are willing to be found in possession of the 
total quantity, no more and no less. At this equilibrium rate, 
the collective demand curve shows that demand to hold money is 
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DracramM 1. DIAGRAM 2. 


equal to the total quantity of money in existence. In Diagram 1, 
OP is the equilibrium rate of interest, and OX, is the total quantity 
of money in existence. 

The collective demand may be split up into two sections: 
(1) the demand of certain individuals which those individuals 
would wish to satisfy by borrowing in the market from other 
individuals, the desired borrowing consisting of (a) amounts which 
people with no stocks of money would wish to borrow, and 
(b) amounts by which people with stocks would wish to supplement 
those stocks by borrowing; (2) the demand of certain individuals 


1 This moment of time will be referred to eventually as the interim between 
the spending of one “‘ day ” and the spending of the following “‘ day.”” The loan 
market transactions will be presumed to occur during this interim. The loan 
market is assumed to be the only avenue through which the individual will for 
the moment contemplate adjusting his money stock further, adjustments by 
means of purchases and sales of goods which could affect the individual’s money 
stock at this same moment of time being presumed to have occurred already— 
at the “‘ day’s”’ spending which occurred before the interim during which the 
loan-market transactions occur. 
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which those individuals would wish to satisfy by reserving their 
own stocks of money from the market, the desired reservations 
consisting of (a) any amounts which intending borrowers already 
possessed, and (b) amounts which intending lenders would wish 
to reserve for themselves. 

In Diagram 2, there are two perpendicular axes whose 
distance from each other is OX,. Section 1 of the collective 
demand is marked off from the left-hand axis, towards the right, 
giving the loan-market demand curve dd. Section 2 is marked 
off from the right-hand axis, towards the left, giving the curve ss. 
At any particular rate of interest, the amount shown to the left 
of the dd curve, plus the amount shown to the right of the ss 
curve, is equal to the amount shown to be the collective demand, 
at the same rate of interest, in Diagram 1. The curve ss, in 
relation now to the left-hand axis, is the loan-market supply 
curve. Why isthisso? Because, as, at any rate of interest, the 
distance, OX,, between the two perpendicular axes is equated to 
the total quantity of money in existence, and as, at any rate of 
interest, the distance between ss and the right-hand axis is 
equated to the total amount which all the individuals in the 
community would wish to reserve from the loan market, and as 
they would contemplate lending as much of their total holdings 
as they would not wish to reserve for themselves—just that and 
no more—the distance, at any rate of interest, between ss and the 
left-hand axis must show the amount which all individuals would 
wish to put on the loan market—the unreserved stocks of lenders, 
or the market supply. At the equilibrium rate of interest, total 
market demand for loans equals total market supply of loans, 
and total loan-market demand (or supply) plus total reserved 
stocks of money equals the total quantity of money in existence. 

Diagram 1, then, represents the total demand-to-hold, at a 
particular moment of time (or in the interim between the spendings 
of “ day 1” and “‘ day 2’), of all individuals, for all the purposes 
(for spending on investment and consumption goods and for hold- 
ing idle) of the next moment of time (or of “‘ day 2”). Diagram 2 
represents the money market or loan market. The Keynesian 
approach appears to require 2 the use of Diagram 1; the money- 
market approach of Robertson, Ohlin and others the use of 
Diagram 2. The reconciliation of the two approaches appears to 
require the recognition that the two diagrams are implicit in 
each other. 


1 See previous footnote. 
* That it does so will, I think, become more obvious later. 
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2. Sub-schedules of Demand-to-hold. 


The collective demand-to-hold may be subdivided according 
to the individuals’ plans for the disposal, at the next moment of 
time (or on “‘ day 2 ”’), of the money that they wish to hold at this 
moment of time (or in the interim). People are assumed to plan 
to distribute their holdings between (1) a liquidity preference 
holding, for holding idle (hoarding) ; (2) a holding for spending on 
consumption goods; (3) a holding for spending on investment 
goods. The size of each individual’s sub-demand for each sub- 
holding will be determined by a margin-trimming process which 
at the same time determines the size of his total demand-to-hold 
in relation to the rate of interest. A separate curve for each of 
these three (collective or communal) sub-demands has been drawn 
in Diagram 3, each having been measured separately from the 
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perpendicular axis. Summation of the three sub-demands at 
the various interest rates gives the total demand-to-hold curve of 
Diagram 1, redrawn in Diagram 3. Curve (1) representing the 
amounts which people would wish, at the various rates of interest, 
to hold idle, may be called the liquidity preference curve; curve (2) 
may be called the consumption curve; curve (3) the investment 
curve. Behind, and determining the position and shape of, 
these curves, (1), (2) and (3) respectively, are, if 1 am not mistaken, 
the Keynesian schedules : (1) the schedule of liquidity preference ; 
(2) the schedule of the propensity to consume; (3) the schedule 
of the marginal efficiency of capital.* 


3. Subdivision of the Market Curves. 


The splitting up of the total demand-to-hold into the three 
sections implicitly involves the splitting up of the market demand 
and reservations into three sections. Either demand upon, or 
reservations from, the loan market, or both, would consist of 
demand for money to hold idle, to spend (on “ day 2’’) on con- 


1 Or Professor Haberler’s ‘‘ marginal profit rate ’’ (p. 292). 
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sumption goods and to spend (on “ day 2’) on investment goods. 
The graphical representation of this subdivision would consist of 
curves drawn to the right from the left-hand perpendicular axis 
(subdivision of market demand) and/or curves drawn to the left 
from the right-hand axis (subdivision of reserved stocks) in 
Diagram 2. 

This may be illustrated by considering a possible reflection in 
the loan market of the splitting off from the total demand-to-hold 
of the demand for spending on investment. The investment 
curve, taken from Diagram 3, is drawn separately in Diagram 4. 
This (shaded) section of the total demand-to-hold consists either 
of market demands for loans, or of people’s reservations of their 
own stocks of money, or partly of one and partly of the other. 
The line drawn through the shaded portion is intended to indicate 
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that the third possibility has been taken for illustration, the sub- 
section to the left of the line representing market demands, the 
sub-section to the right representing people’s reservations. The 
reflection of this in the loan market is shown in Diagram 5, which 
is Diagram 2 with the sub-sections of the investment demand 
shown in the appropriate places. The aggregate width of the 
two shaded portions at each rate of interest is equal to the width 
of the shaded section in Diagram 4 at the corresponding rates of 
interest. 


4, Reconciliation with Haberler’s Apparatus. 
Professor Haberler conceives of 


“ A market for investible funds which is divided into a 
demand side and a supply side [p. 290]. ... We may 
suppose both the supply and the demand for investible funds 
to be expressed in the form of curves or schedules in the 
familiar Marshallian manner. Along the horizontal axis of 
a system of rectangular co-ordinates we measure amounts of 
investible funds, and along the vertical axis the price of 
investible funds—+.e., the rate of interest. For each amount 
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we suppose the demand price—that is, the rate of interest 
at which this amount would be taken up by entrepreneurs for 
investment purposes—to be determined. If we join these 
points together, we get the demand curve for investible 
funds. . . . Similarly, for each amount the supply price is 
determined ; and by joining these points together the supply 
curve of investible funds is obtained ” (p. 291). 

Now, it is apparent from this statement, particularly from the 
words which I have italicised, that Professor Haberler’s market 
demand for funds is confined to demand for spending upon invest- 
ment goods. To adapt the Wicksteedian apparatus to fit this | 
requirement, it would be necessary to assume that the whole of 
the demand for funds for holding idle and for spending upon 
consumption goods, shown by the liquidity preference and con- 
sumption curves in Diagram 3, consisted of holdings of money 
which individuals would wish, at the various rates of interest, 
to reserve from the market (reserved stocks). In Diagram 5, it 
would be necessary to transfer the unshaded portion of the total 
market demand to reserved stocks, so shifting the ss curve to a 
position in which it would cut the a curve (which would become 
the dd curve) at the same level as, in Diagram 5, it cuts the dd 
curve. This adaptation has been made in Diagram 6, and is 
quite in order. It is simply the result of assuming that each 
individual’s demand for money to hold idle or to spend on con- 
sumption goods is at all levels of interest satisfied by the proportion 
of his existing stock of money that he would wish to reserve from 
the market. And it is these adaptations that Professor Haberler 
asks us to make : 





“We choose to take on the demand side only demand for 
purposes of real investment. Demand for credit (loans) for 
other purposes—e.g., for the purpose of strengthening cash 
resources (for hoarding purposes)—we prefer to deduct from 
the supply curve instead of adding it to the demand curve ” 
(p. 292). 

Deduction from the supply curve presumably means shifting 
the ss curve to the left. The ss curve is further to the left, if we 
assume, as we have done in Diagram 6, that these demands are 
included amongst the amounts that people would wish to reserve, 
than it would be if we assumed that they (or part of them) were 
included in the market demand. 

But unfortunately, an earlier passage of Professor Haberler’s 
appears to require us, not simply to assume that on the demand 
side of the loan market we have only a demand for loans for 
investment (the result that we achieve in Diagram 6), but— 





rest 


lese 
ible 
2 is 
ply 


the 
rket 
st- 
his 
. of 
on 
on- 
ley 
St, 
it 
tal 


or 
or 
sh 


” 











1948] DEMAND AND SUPPLY OF MONEY 337 


inconsistently, I think—to include intended reservations from the 
market on the demand side of the loan market : 


** We may conceive a market for investible funds which is 
divided into a demand side and a supply side. This is not 
quite the same thing as those sections of the demand and 
supply which actually appear in the market for loans or 
credit, because abstraction is made of the contractual 
element in the debtor—creditor relationship. Entrepreneurs 
or corporations, for example, who invest their own money 
appear both on the demand and on the supply side of the 
market: they advance investible funds to themselves ” 
(p. 290). 


(We could very well add that people who hold their own money 
idle and people who spend their own money on consumption goods 
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DIAGRAM 7. Diacram 8. 


advance money to themselves.) Let us use the reconstituted 
Diagram 6 to ascertain what will happen to our market curves if 
we allow these entrepreneurs, corporations and other people to 
“appear both on the demand and on the supply side of the 
market.” Observing at first Professor Haberler’s injunction 
“to take on the demand side only demand: for purposes of real 
investment,” let us deal only with the quantities which individuals 
would wish to reserve from the market for spending on invest- 
ment: the right-hand shaded portion of Diagram 6. We remove 
this portion from the reservations from the market, thus shifting 
the ss curve correspondingly to the right, i.e., allowing the people 
who make the reservations to appear on the supply side. And we 
add the portion to the other—left-hand—shaded portion, thus 
shifting the dd curve correspondingly to the right and allowing 
the same people to appear on the demand side, too. This has 
been done in Diagram 7. The two curves cut at the same level 
of interest as before. 

One important fact must be emphasised before we proceed 
further : the loan-market demand curve has now been converted 
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into the Wicksteedian (or Keynesian ?) demand for spending on 
investment—the investment curve (3), which included not only 
market demand, but also amounts which people would wish to 
reserve from the market. Further, the point of intersection of the 
curves of Diagram 7 does not indicate the amount of money that 
changes hands in the loan market. It is not surprising, therefore, 
that Professor Haberler tells us (although he seems to derive his 
justification for doing so from his omission, from the demand side 
of the market, of demands other than those for purposes of real 
investment) that his “‘ demand for investible funds is more nearly 
equivalent to Mr. Keynes’ schedule of marginal efficiency of capital 
than Professor Ohlin’s demand for credit ” (first footnote on p. 293). 

If, however, we allow people who would wish to reserve 
money for spending on investment to appear on both sides of the 
market, there seems to be no reason why we should not allow 
people who would wish to reserve money to hold idle and for 
spending on consumption to do so also. But what happens if we 
do this? When we make similar transfers of the unshaded 
portions of the reservations from the market (Diagram 6), our 
supply curve disappears, or merges into the right-hand per- 
pendicular axis: ‘ supply,” at all rates of interest, becomes the 
total quantity of money in existence. Our market diagram has 
been converted into the total demand-to-hold (collective) curve of 
Diagram 3, or Diagram 1. 

If we may now assume that Professor Haberler’s ‘‘ demand for 
investible funds ”’ is the investment curve of Diagram 3, and if we 
may be allowed to make the other conversions, leaving us with 
Diagram 3, and to assume that the proper representation of the 
loan market is that of Diagram 6,? our diagrammatic description 
of the monetary aspect of the course of the business cycle will 
apparently fit fairly smoothly into the relevant parts of Professor 
Haberler’s “‘ Synthetic Exposition.” 


5. The Concepts of Income, MV and Saving. 


Before the apparatus can be used satisfactorily to describe 
the expansionary process, it is necessary to relate it to the concepts 
of (1) income, (2) MV and (3) saving. 


1 Professor Haberler does not forbid us to do this. Indeed, he gives “ entre- 
preneurs or corporations who invest their own money ”’ only as an example. 

2 On the assumption that the demand for money to hold idle and to spend 
on consumption is purely a demand to reserve money from the market. If any 
of this demand is a demand for loans for either of these purposes, we must transfer 
that part of it to the demand side of the market, and obtain a diagram more like 
Diagram 5, or Diagram 2. 
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(1) Income. Money is continually being spent upon goods and 
services, and, consequently, continually being received by people 
in payment for their sales of goods and services. This turnover, 
or circulation, of money has not yet been discussed. It was, 
however, assumed that people intended immediately (or at the 
next moment of time, or on “ day 2’) to spend their consumption 
holding—OC, in Diagram 3-—upon consumption goods, and 
their investment holding—OJ,—upon investment goods, keeping 
their liquidity preference holding—OL,—idle for the time being. 
When people, as purchasers, spend their consumption and invest- 
ment holdings, getting goods in exchange, every unit of this 
money (OC, + O1, = OX, — OL,) will at the same time enter 
the possession of somebody or other as seller of goods : OX, — OL, 
becomes income. And if, in the interim after the spending on 
“day 2,” the liquidity preference curve, the consumption curve 
and the investment curve remain as they are now, OX, — OL, 
will return to the consumption and investment holdings, to be 
spent again on “ day 3.”” Spending and income will be the same 
again. Income will have remained constant. 

But it is, of course, possible for income to change, even though 
the total quantity of money in existence remains constant. Such a 
change is illustrated in Diagram 8. Between one spending and 
the next, the liquidity preference curve has shifted to the left, and 
the consumption and investment curves have remained fixed. 
With the total quantity of money fixed and the curves the shape 
they are, the total demand-to-hold curve must have shifted to the 
left; the rate of interest must have fallen; some money must 
have been transferred to the consumption and investment holdings 
from the liquidity preference holding (less money is to be hoarded) ; 
as the amount of money held jointly in the consumption and 
investment holdings has increased, income, at the next spending, 
will be higher than before—by J,J, + C,C, = L,L,. Inflation 
will have occurred, without any change in the total quantity of 
money in existence. Had the change been a shift of the liquidity 
preference curve to the right, instead of to the left, other things 
being equal, the rate of interest would have risen and income 
would have fallen: there would have been deflation, with a con- 
stant quantity of money. 

It is hardly necessary to construct another diagram to show 
that a shift to the left of one of the other curves—the consumption 
or the investment curve—the other two curves remaining fixed, 
may involve transfers to the other holdings and, some of the 
transferred money having entered the liquidity preference 
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holding, a fall in income at the next spending. There may again 
be deflation—or inflation if the shift is in the opposite direction— 
without a change in the total quantity of money. 

This is perhaps sufficient to suggest what is to be understood 
by “income,” and to demonstrate the possibility that shifts in 
the curves may change the size of income, and involve deflation 
or inflation, owing to money falling into, or emerging from, the 
liquidity preference holding. 

(2) MV. The changes in income are the other aspect of 
changes in spending. An addition to the amount of spending 
might be either the spending of an addition to the total quantity 
of money, or the spending of money emerging from the liquidity 
preference holding (money coming out of hoards). If the total 
quantity of money, M, is constant, changes in spending must be 
due to changes in V, which are thus related to changes in the 
idleness of money. 

(3) Saving. In Professor Haberler’s analysis, as I understand 
it, consumption (“day 2”) is conceived to be financed out of 
“earned income” (‘day 1”) when it becomes “ available 
income ”’ (“‘ day 2’), the residue of this income being conceived 
to be the “saving” (“day 2”) which, with the liquidity pre- 
ference holding! (“day 1”), is used to finance investment 
(“‘ day 2’) and the liquidity preference holding (‘‘ day 2’). 

Saving is deflationary, in so far as part of it is in the liquidity 
preference holding (‘‘ day 2’), and not in the investment holding 
(“day 2”), in the sense that spending (‘‘ day 2’) will be less 
than it would be, other things being equal, if the money in the 
liquidity preference holding were in the consumption holding 
(‘‘ day 2”’) instead. Cf. : 

“ Always and in all circumstances—short of a complete 
insensitiveness of banks and capitalists to the rate of interest 
in their decisions to hoard and dishoard—saving must tend to 
reduce the total demand for goods in terms of money... . 
The comparison . . . lies not between the state of affairs 
after the saving and before it, but between the state of affairs 
at a given time with the saving, and what it would have been 
had there been no saving ”’ (p. 316). 


Part II. THe Courses ofr THE CYCLE 


The following discussion and diagrammatic representation of 
the monetary aspect of the course of the cycle is guided by 
Professor Haberler’s ‘‘ Synthetic Exposition.” Sometimes, but 


1 And, presumably, any new money. 
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not always, references are made to the words in his book which 
have prompted the treatment accorded to a particular situation. 
The account proceeds, however, throughout sections 1 and 2, on 
the assumption that the size of the total quantity of money in 
existence does not change, but that inflation or deflation, changes 
in MV and changes in income, occur as a result of changes in 
the size of the liquidity preference holding. The consumption 
curve has been drawn perpendicular on the assumption that the 
demand for money for spending on consumption would not be 
very responsive to mere changes in the interest rate within the 
range considered. In order to avoid complication, straight, 
truncated lines have been used as curves. 


1. The Upswing and its Check. 
The account starts from a position of deep depression. A 
certain proportion of the total quantity of money is idle; the 
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DIAGRAM 9. 


remainder is being turned over as spending on consumption and 
investment goods. The turnover gives income—the other aspect 
of the spending. In Diagram 9, OM, is the total quantity of 


‘ money; OL,, the liquidity preference holding, is idle; L,M, 


(= OC,, the consumption holding, + OJ,, the investment holding), 
is income. 
Then the expansion begins, owing, for example, to the 
appearance of new investment opportunities. 
“The demand curve for money has shifted to the right to 
such a degree that .. . inflationary sources are being 
tapped ” (p. 301). 
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DraGramM 10. 
This statement, interpreted as explained in Part I, means that 
the investment curve has shifted to the right, as in Diagram 10. 
Other things being equal, the total demand-to-hold curve, too, 
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must shift to the right, and, the consumption curve being per- 
pendicular and the liquidity preference curve sloping upwards to 
the left, money emerging from hoards will be absorbed, at a higher 
rate of interest, into the investment holding. (If the liquidity 
preference curve were perpendicular upwards, and if neither this 
nor the consumption curve shifted, the investment holding would 
not increase, but the rate of interest would rise.) 

It would, of course, be possible for investment to increase 
without any change in the rate of interest: that is to say, the 
upswing might begin without any sign of a change in the money 
rate of interest. This could happen, even if the consumption 
curve remained fixed, if the liquidity preference curve shifted 
suitably to the left simultaneously with the shift of the investment 
curve to the right. And the change might be achieved either 
without or with a change in the money-market ss and dd curves 
(cf. Diagram 2). It might be achieved without any change in the 
ss and dd curves at allif, say, companies decided to invest their own 
idle balances in their own businesses. This would amount to the 
use for a different purpose of funds reserved from the market. 
It would effect a shift of the liquidity preference curve to the left 
and a simultaneous shift of the investment curve to the right. 
The change might be achieved with a change in the ss and dd 
curves (but without a change in the rate of interest) if some people 
decided to lend their idle balances at the same time as others 
decided to borrow more money for investment, and if the con- 
sequent shift of the ss curve to the right were just sufficient to 
compensate for the consequent shift of the dd curve to the right. 
This, too, would effect a shift of the liquidity preference curve to 
the left, and a simultaneous shift of the investment curve to the 
right. 

Presumably, the liquidity preference curve might shift to 
the left without any change in the investment curve or the con- 
sumption curve. Such a shift, involving a shift of the total 
demand-to-hold curve to the left, would bring increased spending 
on investment, lower down the investment curve (at a lower rate 
of interest)—a change which suggests the familiar idea of an 
expansion going parallel with falling interest rates. 

Further, with a liquidity preference curve unshifting but 
sloping upwards to the left, the effect of emergence of money from 
hoards and increased total spending might be achieved if the 
consumption curve, instead of the investment curve, shifted to the 
right (with, of course, a shift of the total demand-to-hold curve to 
the right). 
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‘ 


If the consumption curve can be compared with the “ pro- 
pensity to consume,” and the investment curve with the “ schedule 
of marginal efficiency of capital,” these diverse possibilities are 
indicated by Professor Haberler’s statement to the effect that, 


“in Mr. Keynes’ terminology we have to express the expan- 
sionary factors as an increase of the propensity to consume ; 
or as a shift to the right of the schedule of marginal efficiency 
of capital both associated with an elastic schedule of liquidity 

preference proper (elasticity greater than zero); or as a 

downward shift of the liquidity preference schedule ”’ 

(p. 379, footnote 1). 

But it is assumed that the expansion starts in the way already 
explained. Money has come out of hoards, and has been trans- 
ferred to the investment holding, to make this larger than it was 
at the last turnover: instead of being OJ, (Diagrams 9 and 10), 
it is now OJ, (Diagram 10). As the consumption holding is 
assumed to remain as before, the two holdings together + will be 
greater than before. If this change occurs in the interim between 
Monday’s spending and Tuesday’s spending, total spending on 
Tuesday will be greater than it was on Monday: OC, + OI, 
instead of OC, + O1,. That is to say, although the total quantity 
of money in people’s stocks remains the same, a greater proportion 
of it will be spent. MV will increase. There will be inflation. 
And as spending will be greater, the other aspect of it, income, 
will be higher : Tuesday’s earned (Wednesday’s available) income 
will be greater than Monday’s earned (Tuesday’s available) 
income. 

We now have to consider certain effects of (1) Tuesday’s 
increased spending; (2) the increase of income on Tuesday, 
available for spending on Wednesday. 

(1) According to Professor Haberler, the increased spending 
causes the demand curve for investible funds—which we inter- 
pret as the investment curve—to shift further to the right. 

“Total demand for goods in terms of money increases, 
and the cumulative continuation of the process may be 
described, in terms of our analytical scheme, by the statement 


that this increase of the demand for goods causes the demand 
curve for investible funds to shift further to the right” 


(p. 301). 
Now obviously, if the liquidity preference curve is still, at the 
higher rate of interest, sloping upwards to the left (or if it shifts 


1 The sum of the two holdings apparently approximates to the Keynesian 
M, (active or circulating money); and the liquidity preference holding to the 
Keynesian M, (hoarded or idle or inactive money). 
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to the left +) and if the consumption curve does not shift, this 
second shift of the investment curve means an intensification of the 
inflation which the first shift started : the first shift was the begin- 
ning of the upward spiral. Spending was greater on Tuesday; 
it will be still greater on Wednesday. 

(2) But what of the effect of the increase in Tuesday’s earned 
income, which will be available for spending on Wednesday, 
upon people’s preferences? Let us suppose that it is still Tuesday 
(the day upon which the money first coming out of hoards was 
spent and became income), and that people are planning what 
to do with their (Tuesday’s earned) income which will be available 
on Wednesday. While business men are planning to increase 
their investment as a result of the increased spending on Tuesday, 
may not people be planning to increase their spending upon 
consumption goods on Wednesday, as a result of the increase in 
income? Before this increase in money income, we were in 
deep depression : people had had their belts tightened for some 
time. With the increase in income, there might well be some 
shifting of the consumption curve to the right, with an equivalent 
shifting of the total demand-to-hold curve to the right.? 

The combined result of (1) and (2) may then be said to be 
a second shift of the investment curve to the right and a shift of 
the perpendicular consumption curve to the right, each involving 
a corresponding shift of the total demand-to-hold curve to the 
right, a rise in the rate of interest, the emergence of more money 
from hoards, and consequently a further increase of MV and 
income. (Diagram 11, which has been so drawn that (1) only 
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DraGram 11. 


part of the increase in income following the first shift of the invest- 
ment curve has been placed to the consumption holding, and 
(2) the second shift of the investment curve has been great enough 
to occasion a further increase in the investment holding.) 

So the early changes generate further changes of the same 

1 “ The supply is likely to become more plentiful . . . because of a tendency 
to dishoard . . .”’ (p. 301). 

2 So that saving would not have caught up with investment and prevented 


more money from coming out of hoards, even had there been no second shift of 
the investment curve to the right. 
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order; and those further changes still further changes: the 
upswing continues. It might, apparently, be stopped by an 


‘ adequate shift of the consumption curve, involving a correspond- 


ing shift of the total demand-to-hold curve, to the left.1 But 
Professor Haberler appears to think that this is hardly likely to 


happen : 


“Tf the flow of current savings does not suddenly rise to 
an extent sufficient to satisfy the growing demand—which 
would seem very unlikely—and if the supply of investible 
funds from inflationary sources is not inelastic, the result will 
be a further inflow of new money, which in turn will tend to 
force the demand curve further to the right, and so on” 
(p. 301). 


But in this passage there are words which suggest something 
else which might stop the upswing: the reference to the in- 
elasticity of ‘‘ the supply of investible funds from inflationary 
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sources.” Has the dishoarding a limit somewhere? Does the 
liquidity preference curve at some point become perpendicular 
upwards (and stable)? If this happens at some point in the pro- 
gress of the boom, MV and income must stop increasing. Sucha 
position is described in Diagram 12. To save trouble and space 
it has there been assumed that the second shift of the investment 
curve and the first shift of the consumption curve achieved the 
final emergence of money from hoards. These shifts brought 
Wednesday’s earned (Thursday’s available) income to OC, + O13. 
In the interim between Wednesday’s and Thursday’s spendings, 
further shifts of the investment and consumption curves to the 
right occur. The liquidity preference curve having become per- 


1 T.e., if saving on a certain day were sufficient not only to allow the return 
to the investment holding of the amount by which the holding had increased 
for the spending of the day before, but sufficient also to satisfy the additional 
demand occasioned by the new shift of the investment curve to the right. (The 
shift of the consumption curve to the left would have to be sufficient to cancel the 
effect on the total demand-to-hold curve of the shift of the investment curve to 
the right. Ifthe shift of the consumption curve to the left were greater than this, 
money would, if the liquidity preference curve were stable and sloping downwards 
to the right, return to hoards, and MV would decline.) 








346 THE ECONOMIC JOURNAL [SEPT. 


pendicular upwards, a smaller! amount of money (than OJ;) 
will (if the consumption curve is still perpendicular upwards) be 
absorbed into the investment holding (at a higher rate of interest), 
and a larger amount (than OC.) into the consumption holding. 
Thursday’s spending and earned income will be equal to 
Wednesday’s. 

We now receive the impression of a stable situation with MV 
and income constant. There is no apparent reason why the 
investment curve should shift further to the right, because 
total spending does not increase again. Nor is there any obvious 
reason why it should shift back to the left: the sacrifice of a 
higher rate of interest for a smaller investment holding was 
apparently only an effect of the stronger investment demand 
emerging as a response to the last increase of spending : business 
men should be in equilibrium at the higher rate. As Friday’s 
available income will be the same as Thursday’s, we might 
expect that the consumption curve would not shift in the interim 
between Thursday and Friday. As to the liquidity preference 
curve, had people wished, in the general adjustment that occurred 
in the interim between Wednesday’s and Thursday’s spendings, 
to relax their liquidity preference holdings to meet demands for 
other purposes by themselves or other people, they could have 
done so then. 

How, then, are we to find the explanation of the beginning of 
the downswing which, experience suggests, follows the upswing ? 
We have to 


“explain why . . . anexpansion of MV should immediately * 
be followed by a contraction rather than by a period of 
stability of MV ” (p. 362). 


2. The Downswing. 


One of the conceivable explanations of the breakdown is dis- 
cussed by Professor Haberler under the headings ‘‘ Operation of 
the acceleration principle” and “ Effect of credit shortage on 
derived demand.” 


“Producers in a number of industries get accustomed 
to a level of demand which cannot continue for ever : possibly 
they are led to expect a rising demand. . . . The mere 
cessation, or even the slowing down, of the expansion will 
produce a serious setback in a number of industries; and 


1 An adequate shift of the consumption curve to the left could have increased 
the investment holding; but it could not have increased MV. 
2 The contraction will not, it will appear, follow quite ‘‘ immediately.” 
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this may well lead to a general process of contraction . . . 
(pp. 366-7). 


This state of affairs 


“ may occur in a comparatively early phase of the upswing, 
when supply of factors is still fairly elastic and prices have 
not perceptibly risen ” (p. 368). 


And, if it does, a breakdown in this phase may occur on 


“the assumption that the expansion comes to an end pre- 
maturely because of an insufficient money supply ” (p. 368). 


When, in the course of the events described in the last section, 
the investment and consumption curves shifted to the right for the 
last time, no more money emerged from hoards; consequently, 
MV ceased toexpand. This effect of the upward perpendicularity 
of the liquidity preference curve will be regarded as the pre- 
requisite “ assumption that the expansion comes to an end pre- 
maturely because of an insufficient money supply.” 

The final shifts of the investment and consumption curves to 
the right occurred in the interim between Wednesday’s and 
Thursday’s spendings, altering the distribution, but not the size, 
of Thursday’s spending, as compared with Wednesday’s spending. 
If, now, the breakdown is to depend on a cessation of expansion 
of the “‘ consumption industries,” it would appear to be necessary 
to make the assumption that, in the next interim, the curves do 
not shift, and consequently that Friday’s spending is a repetition 
of Thursday’s spending. The assumption appears to be necessary 
because it is not until Friday that available } income will be no 
larger than that of the day before, and consequently (if con- 
sumption spending does vary with available income) it is not 
until then that the consumption industries will feel the effect of the 
cessation of the expansion of consumption. Having made this 
assumption, we may then make the further one that, in the interim 
between Friday’s and Saturday’s spendings, the investment curve 
and the total demand-to-hold curve shift to the left, because 

“ If [the consumption industries] stop expanding, the [ capital- 
goods industries] lose a part of their market and are compelled 
to scale down their activity—even where they might be able 
to raise the necessary sums to carry on at the old level” 
(p. 367). 
This “ scaling down ” will be assumed to occasion the shift of the 
investment curve to the left. 
1 This is Thursday’s earned income, which for the first time was no greater 


than the earned income of the day before. 
No. 231.—vo.. LVvmt. AA 
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Now it will be apparent that, if the other curves remain as 
they are drawn in Diagram 12, this shift may or may not (formally) 
be great enough to return money to the liquidity preference hold- 
ing and so decrease MV. If, other things being equal, it is great 
enough, it is still formally possible that the consumption curve will 
move far enough to the right to stabilise MV temporarily. But 
we have already assumed that the stabilisation of available income 
stopped further shifts of the consumption curve to the right. If 
the shift of the investment curve to the left is not great enough to 
return money to the liquidity preference holding, it is still possible 
that the liquidity preference curve may shift to the right at the 
same time as the investment curve shifts to the left. If this 
happens at all, and the curve retains its shape, money must 
return to hoards, and MV decline, whatever the magnitude of the 
shifts of the other curves. There is little doubt that such shifts 
of the liquidity preference curve to the right are supposed to occur 
subsequently, if not at this point (cf. pp. 326-339). 

If we assume that the only change is the shift of the investment 
curve to the left, and that this 1s great enough to return money 
to the liquidity preference holding, the assumption means that 
(in Diagram 12) the investment curve has shifted back, in the 
interim between the spendings of Friday and Saturday, further 
than it shifted forward in the interim between the spendings of 
Wednesday and Thursday. (It does not appear to be necessary 
to show this in a newdiagram.) On Saturday, MV (“‘ demand for 
goods in general ’’) falls below Friday’s level. And 

“When the demand for goods in general falls . . . the 
demand curve shifts to the left ’’ (p. 327). 
This second shift of the investment curve to the left, following the 
first fall of MV, is in turn followed by a second fall of MV, and 
so on : 


“The cumulative process of contraction will go on—not 
necessarily indefinitely, but for a while—if the low level 
of demand reached at any point during the downswing is 
expected to persist ’’ (p. 343). 


and 
“The monetary manifestation of the cumulative process of 
contraction is the prolonged fall in MV—i.e., in the total 
demand for goods in terms of money ” (p. 326). 

1 This seems to be the implication of the statement that ‘‘ The contraction 
process is bound to give rise to unfavourable reactions on the supply side . . 
the supply of investible funds decreases. In technical parlance, the supply curve, 
too, shifts to the left. The interest rates are thereby pushed up, or are pre- 
vented from falling, in spite of the falling demand, which intensifies the deflation ”’ 
(pp. 327-8). 
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The liquidity preference holding continues to expand. With the 
decline of income, the consumption holding may be assumed to 
contract : 


“‘ Expenditure on consumers’ goods falls off ”’ (p. 344). 


These contractions of the consumption holding would be shown, 
if further diagrams were drawn, as resulting from shifts of the 
consumption curve to the left. But no diagrams have been 
added to represent the downswing, because 


“‘In many respects, the contraction is the exact counterpart 
of the expansion, so that large parts of the analysis of the 
latter can be adapted to explain the former ” (p. 324). 


The downswing continues until eventually a point is reached 
at which, although the investment curve shifts again to the left, 
no additional money enters the liquidity preference holding : the 
liquidity preference curve has become perpendicular downwards 
and temporarily stable. MV and income, and the total of the 
two spending holdings, will be the same at the next turnover as 
they were at the last, and constant for subsequent spendings 
until a “ starter”? occurs to bring money out of hoards. This 
“ starter’ was assumed at the beginning of the discussion to ° 
bring a shift of the investment curve to the right. (It should be 
noticed that if further shifts of the investment curve to the left 
had lowered the rate of interest below the rate shown in Diagram 9, 
and given that the liquidity preference curve was stable, the first 
shift of the investment curve to the right would not have increased 
MV unless it had been a shift of sz ficient magnitude to bring 
money out of hoards. This difficulty was avoided by assuming 
that the rate of interest stood at the level from which the liquidity 
preference curve began to slope to the left upwards.) 


Chronology 
Monday. Spending or earned income OC, + O1J;,. 
Interim. First shift of the inves+ment curve to the right. 
Tuesday. Available income OC, + O1,. 
Spending or earned income increases to OC, + 
OI,. 
Interim. Second shift of the investment curve and first 


shift of the consumption curve to the right. 
Wednesday. Available income OC, + OJ;. 
Spending or earned income increases to OC, + OJ3. 
Interim. Third shift of the investment curve and second 
shift of the consumption curve to the right. 
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Thursday. Available income OC, + O13. 
Spending or earned income equal to Wednesday’s. 
Interim. No shifts. 


Friday. Available income equal to Thursday’s. 

Spending or earned income equal to Thursday’s. 
Interim. First shift of the investment curve to the left. 
Saturday. Available income equal to Friday’s. 


Spending or earned income less than Friday’s. 


3. A Note on Changes in the Total Quantity of Money in Existence. 


It cannot be unreasoningly assumed, and it certainly will 
not in all cases be true, that if the total quantity of money in 
existence is changed from OX, to OX,, the total demand-to-hold 
(collective) curve applicable to the old quantity OX, will be 
applicable, unchanged in shape and position, to the new quantity 
OX,. We cannot take it for granted that, in order to discover 
the new rate of interest, all that we have to do is to take the 
diagram applicable to the quantity OX,, and erect a new per- 
pendicular above X,, and find the point at which the new per- 
pendicular cuts the old curve. Just as with changes in income 
the total demand-to-hold curve and its three constituent curves 
may have to be shifted, so also, with changes in the quantity of 
money, they may have to be shifted. And the shift may have to 
be presumed to occur before the new money becomes income. 
For example, if a large proportion of the people in the community 
were very needy people, and if, immediately after the spending of 
day 1, a large quantity of new money were created and doled out 
directly, and as outright gifts, amongst those very needy people, 
it seems highly probable that, as well as changing the position 
of the perpendicular indicating the total quantity of money, we 
should have to shift at least the consumption curve, and, with 
it, the total demand-to-hold curve, just as we might have to if 
income had increased considerably and those people were the 
recipients of the increase. It would be necessary to do this in 
order to determine the holdings for spending on day 2—.e., 
before the new money became income, unless the definition of 
income, as the other aspect of spending on goods and services, were 
modified. 

It is proposed to revert to the position in which the end of the 
upswing was imminent, and to examine the possible influence of an 

1 And quite possibly the other curves: e.g., some of the people, even if they 


were very needy, might plan to reserve part of their dole to hold idle over the 
following day. 
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increase in the total quantity of money calculated to continue the 
upswing. On the assumptions that were made, the prevention 
of the first shift of the investment curve to the left appeared to 
require that Friday’s available (Thursday’s earned) income should 
be larger than Thursday’s available (Wednesday’s earned) income. 
If an injection of money is to prevent, by operating through 
income, the shift of the investment curve to the left, it will, there- 
fore, apparently have to occur, in order to increase Thursday’s 
earned income, in the interim between Wednesday’s and Thurs- 
day’s spendings: that is, when, for the first time since the beginning 
of the upswing, no money emerges from hoards. Let us suppose 
that, at this time, a monetary authority, desiring to relieve the 
monetary stringency, decides to create a certain additional 
quantity of money for the purpose. It operates with this addi- 
tional quantity at the time of the loan-market operations in which 


























|, 


XX, 3b \d XX 
DiaGraM 13. Diagram 14, Dragram 15. 














borrowers and lenders are conceived to adjust their money 
holdings after Wednesday’s, and before Thursday’s, spending. 

Using two alternative assumptions about the behaviour of 
the monetary authority, let us consider how that behaviour will 
affect our diagrams, using Diagrams 1 and 2 1 for the purpose. 

(1) The authority decides to adopt a schedule according to 
which it will be willing to lend greater proportions of the quantity 
X,X, at higher rates and lower proportions at lower rates. In 
other words, it will wish to reserve from the market smaller pro- 
portions at higher rates and larger proportions at lower rates. 
Suppose this schedule of reservations is represented in Diagram 13. 
We may assume that this schedule now forms part of the com- 
munal liquidity preference schedule. Modifying Diagram 2 to 
allow for the increase in the total quantity of money and the 
inclusion of this new schedule in the reservations from the market, 
we move the right-hand perpendicular to the right by the distance 


1 If the assumptions of Diagram 6 are preferred, Diagram 6 may be treated 
instead of Diagram 2. 
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X,X,, marking off all reservations, including the new schedule, 
from this new position, so obtaining a new ss curve (Diagram 14). 
Whether the whole of this new money will be lent will, of course, 
depend upon the shape of the new schedule and the remainder of 
the market conditions. If it is not wholly lent, the liquidity pre- 
ference holding during the next spending will be so much the 
greater. It is obvious from a comparison of the rate of interest 
and the authority’s schedule (sketched in) in Diagram 14 that 
only part of the new money is lent. The diagram shows also 
that the rate of interest is lower than it would have been had no 
new money been created : the broken line, which would have been 
the ss curve, cuts the dd curve at a higher level than does the 
actual ss curve. 

Appropriate modifications are, of course, required in Diagram 1. 
The result of these is shown in Diagram 15. (The liquidity pre- 
ference curve would need corresponding modification.*) 








\ \ 


MM, 




















DracramM 16. 


(2) An alternative assumption is that the authority decides to 
lend the whole of X,X, in the market at whatever rate of interest 
matures. To suit this policy, all the modification that the 
original diagrams need is a shift, in Diagram 2, of the right-hand 
perpendicular to the right by X,X,., carrying the ss curve with it 
(i.e., a shift of the ss curve to the right by X,X, at all rates of 
interest), and, in Diagram 1, a shift of the perpendicular over X, 
to the new position X,. 

In order to introduce as little modification as possible into the 
diagram which was actually used to represent the end of the 
upswing (Diagram 12), I propose to adopt the second of these 
alternative assumptions. The necessary modification, on this 
assumption, is shown in Diagram 16. The unbroken lines show 
the position that would have been reached in the interim between 

1 If it is thought better to assume that the quantity actually reserved (i.e., 
not lent) by the authority is destroyed before the next spending, the authority’s 
schedule may be cancelled after the loan market is over. If this were done, the 
total demand-to-hold (collective) curve in Diagram 15 would be shifted back to 
the position of the broken curve, and the perpendicular over X, in the same 


diagram would be shifted back until it cut the broken curve at the same rate of 
interest as it now cuts the unbroken curve. 
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Wednesday’s and Thursday’s spendings had there been no 
increase in the total quantity of money: the position which 
included the final shift of the investment and consumption curves 
to the right, and which was to leave Thursday’s MV unchanged 
from the level of Wednesday. The broken lines show the position 
that is reached in the interim between Wednesday’s and Thursday’s 
spendings with the total quantity of money increased—by an 
amount M,M, in this diagram. The additional quantity M,M, 
falls entirely into the investment holding at the lower rate of 
interest. Thursday’s MV will be greater by M,M, than it was 
on Wedriesday and than it would have been on Thursday had there 
been no increase in the quantity of money. (It should be noticed, 
however, that, had the increase in the quantity of money been 
sufficiently greater than M,M,, part of it would have fallen into 
the liquidity preference holding : MV would not then have been 
greater by the whole amount of the increase.) 

The upswing has now apparently been prolonged by aday. MV 
and earned income will be greater on Thursday; and, following 
Thursday’s spending, the investment and consumption curves 
(and the total demand-to-hold curve) will, presumably, shift 
further to the right. But as the liquidity preference curve is 
perpendicular upwards, an additional dose of new money will 
be required if the upswing is to be prolonged still further. (Had 
the first dose been sufficiently greater than M,M, there would 
have been some money to come out of hoards.) 

This, then, seems to represent the way, or a conceivable way, 
in which the upswing might be prolonged by an addition to the 
quantity of money,}! given that the only obstacle to its prolongation was 
the upward perpendicularity of the liquidity preference curve, that is, if 

“there is scope for a further expansion of production since 
there are still idle factors which can be drawn into employ- 


ment, and no serious ‘ bottlenecks ’ have so far developed ”’ 
(p. 367). 


1 Additions to the quantity of money may, of course, be assumed to occur 
at an earlier stage in the upswing while the upward perpendicularity of the 
liquidity preference curve is not yet imminent. Making the same assumption 
as to the way in which the money was injected, it would be a fairly simple matter 
to adjust the diagrams for such increases. It should, however, be observed that 
in the interim following that on which the injection occurs, that is, in the readjust- 
ment of schedules after the spending following the injection, the curves cannot 
be assumed to take exactly the same shape and position—whether or not their 
shifts will be in the same direction—as they would have taken had there been 
no increase in the quantity of money. The reason is that the size of at least 
some individuals’ disposable stocks of money (income plus hoard) will be different 
from what it would have been; consequently, people may adjust their schedules 
differently. 
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But 


“ it goes without saying that it does not follow that the boom 
could go on indefinitely, if only the supply of credit were kept 
elastic ”’ (p. 368). 

That is to say, the removal of the credit barrier does not 
dispose of the obstacle of “ full employment,” the situation in 
which any further expansion of production in one part of the 
system involves contraction in another part. If the danger to 
the ‘ capital-goods industries” before “ full employment” was 
that the “ consumption industries ’’ would fail to provide the 
necessary demand through ceasing to expand, the danger to them 
after “full employment” is rather that the ‘ consumption 
industries ’’ will through insistent expansion deprive them of the 
necessary factor supply. 

The ‘‘ full-employment ”’ crisis cannot be adequately treated 
in a few closing lines: I can do no more than suggest such a 
treatment. We might assume that on a particular “‘ day,” when 
the impact of “ full employment ” was felt, the “ consumption 
industries,” affected more by increasing consumer demand than 
by rising factor-prices, overbid the “ capital-goods industries ” 
for factors; while the “ capital-goods industries,’ affected more 
by the factor-price rise than by the remoter consumer demand, 
ceased extensively to hire, not only the non-specific factors 
attracted to the “ consumption industries,’ but also specific and 
immobile resources. This contraction might be so great, and 
have such an effect upon the investment curve, that, without 
appropriate additions to the quantity of money, MV would 
cease to expand. But, with these appropriate additions, the 
expansion of MV might continue. Our object being to portray 
a collapse, how, then, should we contrive to render these injections 
of money ineffective?1 It appears that we might do it by 
assuming that the investment curve had become perpendicular. 
This assumption would imply an indifference to smali changes in 
the rate of interest, and might be regarded as one which it would 
not be altogether unreasonable to apply to a situation in which 
prices were unstable and rising out of proportion to changes in 
interest rates. An additional deflationary shock could be 
assumed to follow the cessation of the expansion of income and 
consumption demand. 

But the diagram depicting the critical contraction could hardly 

1 I think it is clear that we cannot rely merely upon the effect of elasticity, 


or shifts to the right, of the liquidity preference curve : this effect might be over- 
come by the injections. 
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be presented without a prior treatment of the breakdown of plans 
on the “ day ” of discovery of “‘ full employment”: if the plans 
of the preceding “interim” had not allowed for the effects of 
“full employment,” they could not be executed; consequently, 
the situation would require a discussion of the rebudgeting, and 
possibly the reopening of the money-market, during the “ day.” 
Unless the revisions of the sectional plans could be assumed to 
counterbalance one another, a new diagram would be required 
at each successive replanning. 

If this attempt to explain the collapse did not survive criticism 
—if, for example, it were sustained that the effect on the invest- 
ment curve of decisions to contract was outweighed by the effect 
of decisions to expand—some other explanation would have to 
be sought. Failing the discovery of a satisfactory one, it might 
be necessary to contemplate either the situation in which a new 
currency is substituted for one which has lost the confidence of 
the public, or that in which the monetary authority has abandoned 
simple monetary expansion and is using various devices in 
exercise of a newly endowed authority to control inflationary 


pressure. 
G. F. THrrupy 


London School of Economics. 


BRITAIN’S U.S. DOLLAR PROBLEMS 1939-451 


A stupy of Britain’s war-time dollar problems should provide 
a picture of more than academic interest. It is the background 
needed for a proper understanding of the bearing of our war-time 
dollar losses on present problems. The fact of these losses is 
often taken for granted without any reference to a consolidated 
record of hitherto scattered facts and figures. Many figures 
appear in the White Paper released at the time of the Washington 
Loan Negotiations (Cmd. 6707), but they are in the concentrated 
form of world totals or net figures. Many others have, however, 
appeared piecemeal, largely in Congressional Hearings in the 
United States. This paper attempts to provide a complete 
detailed record and to show something of the methods used— 
and the magnitude of the effort, sacrifice and consequences—in 
the single field of United States dollars. I hope I shall not be 
read as meaning to detract in any degree from the magnificent 
conception of Lend-Lease, but we paid a heavy price before this 
aid reached us, and even while it continued. 

My approach is to concentrate upon how we raised dollars, 
upon what we mustered and sacrificed. There is no means of 
equating the results to our expenditures of which no complete 
figures are published. Some of my figures are estimates, for which 
I can claim no particular precision. The Appendices show the 
detailed figures, sources of published figures and the bases of 
estimates of others. 

Our dollar problem was, of course, the dollar problem of the 
whole Sterling Area and movements in our gold and dollar 
reserves reflect the dollar transactions of all the members of the 
Sterling Area. But since-this is broadly still the case and these 
fluctuations are reflected in the sterling balances, and since we now 
face the problems of convertibility of these balances, I have not 
attempted any differentiation on this score. 

Our use of dollars for direct war purposes started long before 
September 1939 but, due to the arms-embargo provisions of the 
American Neutrality Act, had altogether ceased some time before 
war broke out. After Munich in August 1938, we placed no orders 
for over a year.? Figures for such reduction of reserves as 

1 Based on a paper read to Section F of the British Association at Dundee 


on August 29, 1947. 
2? Edward R. Stettinius, Lend/Lease Weapon for Victory. 
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occurred before the war are therefore not included in this review. 
It was not until November 4, 1939—two months after the war 
started—that we received the qualified blessing of “Cash and 
Carry.” 

In the meantime plans had been laid in the expectation that 
the embargo would be lifted. The task of organisation fell on the 
Overseas Finance and Exchange Control Departments of the 
Treasury and the corresponding departments of the Bank of 
England. Their plans came into effect with the Defence Finance 
Regulations of August 1939 providing for the registration and later 
gathering in of all gold, dollars and dollar investments. 

Appendix I contains a reconstructed estimate of our position at 
the end of August 1939 in the light of information subsequently 
released. This cannot have been how things appeared at the time. 
Knowledge of our position could only gradually accumulate, 
circumstances changed, new sources of funds came to light and 
the value of investments fluctuated with Stock Exchange con- 
ditions in the United States. My figures for investments are 
based on what was actually realised from them at later dates and 
on the value at about the end of 1945 of what then remained. 
They, therefore, differ from estimates which appeared nearer the 
time. (It is, in fact, impossible to put a final figure on investments 
at any given time; their value depends upon how and when they 
are used.) Marketable securities turned out to be worth more 
than was expected but all the early estimates of direct investments 
(the British-controlled industrial and insurance interests for 
which there was no established market) were much too high. 
Many of the optimistic estimates which appeared in America, 
even in responsible quarters, were due alike to including assets 
which were not ours and to giving inflated values to those which 
were. As was later proved, direct investments could be sold 
only at prices far below their value to the parent bodies as 
members of existing groups. And in many cases their earning 
power depended, not only upon the trading link, but upon the very 
reputation and goodwill of the British owners. Divested of these 
ties their sale meant the grossest sacrifice. Moreover, they were 
an integral part of the British trading and financial economy. It 
was widely recognised later in America that they should never have 
been treated as available for sale but before then they had had to 
play their part in our difficulties and they must appear in the tables. 

In September 1939 we had dollar assets actual and potential 
worth some $4,385 million. They were our reserves to see us 
through the war and after. They must be eked out with every 
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source of current dollar earnings, principally exports and the sale 
of newly mined gold. Thus the United States could be regarded 
as only a marginal source of supply and our rate of spending 
had to be geared to the current assumption of at least a three-year 
war. The greater part of our assets were in liquid form, net 
gold and dollars of $2,455 million. The sale of investments, 
an objectionable necessity, could proceed gradually for, at the 
rate of spending adopted, the pinch was some way off. The 
prospective value of marketable securities was $1,295 million and 
the loan or sales value of direct investments $635 million. 

To secure supplies it was not enough simply to place contracts. 
Capital had to be supplied to increase production; for example, 
in the eighteen months to June 30, 1940, combined British and 
French orders were for 10,800 planes and 13,000 engines against a 
total for United States armed forces for the same period of only 
4,500 planes. By the time of Lend-Lease our own total outlay 
on capital investment in America in war industries was $200 
million.1 These orders and investments were of considerable 
value to America’s own later war production. Nevertheless, 
expenditure until the summer of 1940 remained within our 
visible resources. As shown in Appendix IV, Empire exports to 
the United States totalled $845 million for the sixteen months 
before the end of 1940 and to cover the deficiency, gold and 
dollars could be drawn upon as needed. To supplement them the 
selling of market securities was started. Holders were encouraged 
to sell on their own account, handing over the dollars to the 
Treasury, but this method was uncertain. A programme of 
vesting into Treasury ownership against payment in sterling of the 
equivalent of the market value at the time was therefore put in 
hand and the first Vesting Order issued in February 1940. 

The process of turning the vested securities into dollars 
presented greater problems. American stock-market circles 
feared lest a process of “‘ dumping ” should force the whole market 
down. We were no less anxious on our own account to secure 
the best prices possible. In the early days, therefore, selling was 
graduated to the changing appetite of the market and cloaked in 
secrecy. Normal market channels were employed and so without 
secrecy prices would have moved sharply against us whenever it 
was known that we were sellers of a particular issue. The 
arrangements made to avoid this were apparently successful. 
There was no market collapse—the Dow Jones Industrial Average 
had stood at about 150 at the outbreak of the war and maintained 

1 Edward R. Stettinius, op. cit. 
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an average of around 145 between then and May 1940. And 
later, lists of those issues in which selling had been completed 
were published to inform market circles how far we had proceeded. 

There was unhappily then no alternative to outright sale. 
The Johnson Act forbade loans to foreign governments in default 
on their 1914-18 War Debt. Many schemes to avoid sale were 
conceived but there was apparently no workable alternative. 

There was another substantial source of dollars. Since foreign 
currencies were so vital it was necessary to devote part of our 
production to exports (Appendix IV). In addition, the U.S. 
embarked on a programme of stock piling of rubber, and later of 
wool, adding to our dollar earnings. 

This, then, was the period of “ phoney war” as much in 
dollar finance as in a military sense. While we drew on our 
liquid assets, gold and dollars, marketable securities were being 
quietly sold in New York, and the export drive was in full swing ; 
we were still drawing the bulk of our food supplies from soft 
currency areas, keeping our dollars for those weapons of war 
which the United States alone could supply. With the collapse 
of France all these factors moved catastrophically against us. 
Europe as a source of food was lost. The shortage of shipping 
would limit drastically the amounts which could be brought 
from Australia, New Zealand and the Argentine. Although we 
did, in fact, maintain our exports it was at a relatively much 
greater price in terms of other production needs. The prices of 
our unsold marketable securities slumped; by mid-June the 
Dow Jones Industrial Average had fallen to under 110. At the 
same time, our own requirements from the United States were 
multiplied and we were compelled to take over all the outstanding 
French contracts in the United States. Not only did we need 
many of the supplies ordered by the French, but there was an 
urgent danger that our own supply programme, closely integrated 
with theirs, would be disrupted. With France collapsing, 
American suppliers became uneasy and required reassurance. 
With no other instructions from London than full discretion the 
late Mr. Arthur Purvis arranged with the French representatives 
in the United States to take over lock, stock and barrel—the only 
terms to which the French would agree—all their American 
contracts. The nominal liability under these contracts was no 
less than $600 million (although many contracts not needed by 
us were later cancelled).1 This bold stroke secured valuable 
supplies and stopped any rot in our own contracts.’ 

1 Edward R. Stettinius, op. cit. 
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We have no published figures of our dollar affairs in the 
summer of 1940, but the outlook must have suddenly become 
desperate to the official eyes studying our balance sheet. It 
seems clear that a no less desperate decision was taken, to give up 
the policy of cutting our coat with any sort of relationship to the 
size of our prospective dollar cloth. Supplies from America 
simply had to be procured. We could only hope that when the 
dollars ran out other means of finance could be found. 

So it was that buying went ahead full speed and that by the 
end of 1940 we were within desperately close sight of the end of 
our dollar resources. Over the period from September 1, 1939, to 
December 31, 1940, we had mustered no less than $2,000 million 
from sources outside our original reserves, made up of $345 
million from U.K. exports and interest and shipping, $670 million 
from Empire commodities and miscellaneous items and $965 
million from the sale of newly mined and dishoarded gold. Yet 
our net reserves had fallen by $2,500 million, the drop in net gold 
and dollar reserves accounting for $2,155 million and the sale of 
securities $334 million. Our total expenditure had thus been 
$4,500 million. We were left with total assets worth $1,896 
million, and we had outstanding liabilities, contracts requiring 
payment during 1941, of $1,274 million. The till was emptying 
fast, no new sources of finance were as yet available and the 
pace of contracting had to be drastically cut. Our dollar position 
and the placing of new orders became matters of regular consulta- 
tion with U.S. Departments and a number of devices were used to 
ease the strain slightly. With the virtual exhaustion of gold 
and dollar balances the old policy of quiet sales of securities had 
to be abandoned. Vesting Orders followed each other in rapid 
succession and in selling we now had recourse to that device, 
strange to British eyes, the Secondary Distribution.” 

At the same time attention was now focused on our direct 
investments. To part with these at any price was an even 
greater sacrifice than the surrender of more liquid reserves, and 
market conditions in America were most unfavourable. American 
opinion was moving steadily along the road to Lend-Lease but 
added impetus was apparently needed. And so, while the Debate 
on the first Lend-Lease Appropriation was at its height, the sale 

1 Henry Morgenthau Jr., Secretary to U.S. Treasury in Hearings on the 
Lend-Lease Bill before the U.S. Senate Foreign Relations Committee, January 
ri details of the extent to which Secondary Distributions were used, the 


stocks handled and prices obtained, see Report to the S.E.C. by the Trading & 
Exchange Division dated February 5, 1942. 
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of American Viscose Corporation was rapidly arranged. By a 
device under which a minimum price was paid by a New York 
banking syndicate and the Treasury received 90% of any greater 
price paid by investors when public marketing took place, we 
received over $54 million. This was widely regarded in Britain 
as a rubbish price, a view reinforced by the award of compensation 
of over £27 million to Courtaulds, the former British owners. 
But it was a rubbish price only in the sense that any sale of a 
direct investment could not possibly realise the full value of the 
business to its British owners. American Viscose was unknown 
to the American investing public. A great advertising campaign 
had to be undertaken including not only the highest efforts of 
brokers’ salesmen, and mountains of printed matter, but even the 
use of films. And while the Common Stock, originally sold to 
the public at $24 per share when the Dow Jones Average was at a 
very low ebb (under 120) later rose steadily, that rise kept pace 
closely with the prices of other rayon shares. The complaint 
should be not that the price was too low in market terms, but that 
the sale had to be made at all. And the compensation awarded 
to Courtaulds must surely have been based, not on the yardstick 
used before and since, namely, the market price of the investment 
at the time of requisitioning, but on a severance basis, taking into 
account the current and potential injury inflicted on the owner. 

On March 11, 1941, the Lend-Lease Act had become law. 
But it did not by any means end our troubles. Broadly speaking, 
Lend-Lease could be applied only to our future requirements. 
It was apparently not possible to secure its application on a cash 
basis, that is that we might continue contracting on our own 
account, drawing on Lend-Lease funds as payments fell due. 
The whole process of contracting and payment was handled 
through American departments. We had still therefore to finance 
all our old contracts and to pay for continuing requirements 
which were not eligible for Lend-Lease. Moreover, the view still 
persisted in some quarters that we must go on “ scraping the 
barrel.” Even at mid-1941 we still had outstanding obligations 
amounting to $940 million. The selling of securities was pressed 
on to the limit of the market’s appetite. And the utterly critical 
state of our finances can be judged from the fact that during 
April 1941 our net gold and dollar reserves had all but vanished at 
$12 million.? 


1 U.S. Treasury Department Census of Foreign Owned Assets in the United 
States 1945. 
? Cmd. 6707. 
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Happily, means appeared to halt this Clearance Sale in 
depressed markets. Legislation was passed authorising loans by 
American Government departments to foreign governments pro- 
vided these loans were adequately secured by collateral. Negotia- 
tions with The Reconstruction Finance Corporation resulted in 
July 1941 in an Agreement for a loan of $425 million secured by 
marketable securities, direct investments, insurance companies 
and the income of insurance branches. In the event we required 
to draw only $390 million. This arrangement enabled us to 
finance our dollar needs until Lend-Lease had taken up the slack 
and some sort of precarious equilibrium had been achieved. Our 
position would have remained even more critical had it not been 
that immediately after Pearl Harbour the United States took 
over for their own needs some of our cash contracts for aircraft, 
reimbursing us for our earlier outlays. 

From the end of 1941 our position slowly improved, although 
never to former levels. Lend-Lease was to some extent offset 
in due course by Reciprocal Aid which, under American pressure, 
was in 1943 extended to British Colonial raw materials previously 
earning us dollars. 

An exhaustive analysis of the statistics of Lend-Lease has 
already been made in an address to the Royal Statistical Society 
by Professor R. G. D. Allen, to whom I am indebted for many 
of the figures which follow. I need here mention only their bearing 
on our dollar position. 

Any idea of Lend-Lease as an inexhaustible cornucopia must 
be dispelled. Leaving aside the competing claims of many allies 
on the limited supplies available after the United States had met 
her own needs, there was a remarkable development of rules and 
regulations governing what was, and what was not, properly 
eligible. These rules developed with changing conditions and 
probably became the instrument of keeping the amount of our 
reserves in check. They were varied from time to time by admini- 
strative edict and became a highly formalised tangle of rules and 
interpretations. The British Export White Paper of September 
1941 was the first major canon providing that Lend-Lease should 
be used for war purposes only, should not result in private gain 
and should not bring financial advantage to Britain, in particular 
in the field of exports. But what was a “‘ war purpose”? We 
could maintain that the entire United Kingdom economy was 
devoted to war purposes, that such few apparent deviations from 
strict austerity as existed were needed to maintain morale—for 
war purposes. On political and other grounds the Americans 
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could not accept this. So it was, and understandably, that the 
cost of American films always required cash payment. Civilian 
tobacco needs were met out of Lend-Lease for only a short time. 
In November 1943 capital goods came off the eligible list and early 
in 1944 civilian supplies of all kinds to British Colonies by then 
not actually forming battle-fronts (although producing Reciprocal 
Aid goods). In due course the.basic petrol ration, when it was 
restored, had to be paid for. The rules varied from country to 
country within the Commonwealth. South Africa received very 
little Lend-Lease aid at any time, and Indian civilian needs were 
in general excluded. In our own case the distinction between 
eligible and non-eligible uses became so involved, particularly in 
the field of components of exports, that a whole range of raw 
materials, including iron and steel, was taken from the list at the 
beginning of 1945. And a complete revision of eligible items came 
into force with the end of the war in Europe. I mention these 
almost random points, not in criticism of the system as such, 
but simply to explain why our dollar problems did not cease to 
exist during the period of Lend-Lease. 

I do not want to enter on an invidious comparison of the 
amounts of Lend-Lease and Reciprocal Aid respectively. The 
figures must, however, be noted. Lend-Lease Aid to the Empire 
as a whole totalled $30,000 million. The United Kingdom share 
has been estimated as between $26,000 million and $27,000 
million. Of this some $2,000 million were spent on shipping, 
$14,000 million on munitions which were expended during the 
war, $2,000 million on petroleum, $3,000 million on services within 
the United States and $6,000 million on other goods, mainly food, 
machinery, agricultural equipment and general civilian supplies. 
The U.K. and Empire figures for Reciprocal Aid in terms of local 
cost were over £1,600 million. These totals are not accounting 
figures and should be taken only as indicating general magnitudes. 
They were never used or questioned as the basis for cash settle- 
ment. There can be no doubt that the pricing systems on the 
two sides were very different ; Professor Allen concludes that on a 
comparable pricing basis the U.K. contribution alone, £1,241 
million, was equivalent to about $6,000 million on the basis of 
Lend-Lease pricing. This difference does not of itself warrant 
any inferences as to the pound/dollar rate of exchange. 

These vast transactions, made without cash accountability on 
either side and later to be simply rubbed off the slate, reduced the 
ebb and flow of gold and dollar reserves as against the raging 


tides of 1940-41. After we had met our pre-Lend-Lease liabilities 
No. 231.—vot. Lv. BB 














364 THE ECONOMIC JOURNAL [SEPT. 


the dollar drain was reduced for a time to paying for the hard core 
of supplies ineligible for Lend-Lease, and to comparatively small 
gold and dollar outgoings in third countries. As to receipts, the 
investment barrel was pretty well empty and invisible income had 
all but vanished with security sales and pledging; and now 
exports diminished. One of the many immediate blessings of 
Lend-Lease, whatever its secondary or longer term effects in 
this sphere, was that it lessened the need for exports. But the 
suspension of exports deprived us of direct dollar revenue, as did 
Reciprocal Aid covering both U.K. exports and raw materials 
from the Colonies. Exports could continue on a substantial 
although reduced scale from India, Australia and South Africa 
but the dollars so acquired were offset by the needs of these 
and other parts of the Sterling Area which, as noted above, were 
by no means fully met by Lend-Lease. There remained, how- 
ever, another important continuing dollar source and a new one 
of equal importance sprang into being. We continued to acquire 
gold against sterling, outstandingly, of course, from South Africa. 
And in the latter part of 1943 substantial amounts started to 
come into the till from out-of-pocket spending by American troops 
all over the Sterling Area. Appendix VI contains what may be a 
fairly reasonable estimate of our total acquisition of newly mined 
gold over the war period, probably about $450 million annually. 
Dollars from American troop pay are much harder to estimate 
but on the basis indicated in a footnote to Appendix VI I have 
arrived at a total figure of $1,200 million for the U.K. and the rest 
of the Sterling Area together. 

These three, continuing exports, new gold and troop spending, 
stopped the rot in our reserve position. The net figure rose from 
$395 million at the end of 1941 to $1,710 million at the end of 1944. 
At the latter point the reduced scope of Lend-Lease came fully into 
play and the position became more or less stabilised. In the year 
1945 the departure of American troops meant a sharp decline in 
dollar receipts, nevertheless, newly mined gold and exports were 
enough to keep the balance in our favour and our gold and dollar 
reserves reached $1,897 million at the end of 1945. The ending 
of Lend-Lease shipments as such probably had little effect on our 
cash expenditure in 1945 since supplies in the pipeline, ordered 
before VJ-Day, continued on a credit basis. 

In discussion of the Loan controversy it is often forgotten that 
the Loan Agreement and the Lend-Lease Settlement were parts 
of a single transaction. And while under the Loan we borrowed 
$3,750 million with deferment of interest until 1951 and broad 
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interest waiver provisions, under the Lend-Lease Settlement the 
United States Government wrote off irrevocably all claims for 
some $25,000 million of Lend-Lease supplies and services con- 
sumed whether in battle or by civilians during the war. We in 
turn surrendered any claim for £1,241 million of consumed Reci- 
procal Aid goods. The Americans left with us, subject only to 
right of recapture, weapons and supplies in the hands of our 
forces. The only items not included in the waiver were U.K 
Government stocks of food, petroleum and other civilian supplies 
and ships (which are not included in the $25,000 million figure). A 
credit of $650 million extended to us in addition to the cash Loan 
of $3,750 million covered purely a cross settlement of Lend-Lease 
and Reciprocal Aid stocks, pipeline and post VJ-Day supplies 
and surpluses, and a settlement of claims arising out of the war. 
This last was a considerable achievement, contriving within four 
months of the end of the war a settlement of all financial claims 
arising out of Lend-Lease or Reciprocal Aid or otherwise between 
the two Governments during the war. 

An estimate of our assets at the end of 1945 appears in Appen- 
dix I. The decline in the net figure over the war period from 
$4,385 million to $2,747 million may seem unexpectedly small. 
But in comparing 1945 with 1939 allowance must be made for 
the decline in purchasing power of the dollar and for the fact 
that the securities figures reflect market values which are not 
maintained to-day. The investment assets outside the R.F.C. 
Loan are trifling. I have not included at any stage some $400 
million which appeared in figures published by the U.S. Treasury 
for supposed miscellaneous trade, industrial, trust and real-estate 
investments which, if they existed, must have been remarkable 
to slip through the U.K. Treasury net; in 1945 our invisible 
income from United States dividends and interest other than 
income reserved for the service of the R.F.C. Loan appears to have 
been about $15 million.2 This is hardly consistent with holdings 
worth, in all, $615 million, which would be indicated by the U.S. 
Treasury figures. 

In any event a mere comparison of assets at the start and finish 
tells only a small part of the story. Appendix VI shows that the 
sum of the nation’s treasure and effort realisable for dollars going 
into the war chest was over $10,000 million. (That this estimate 


1 Details of the Settlement appeared in a White Paper (Cmd. 6778) “‘ Specific 
Agreements regarding Settlement for Lend-Lease, Reciprocal Aid, Surplus War 
Property and Claims.” 

? See footnote b to Appendix V. 
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may be of the right magnitude is suggested by the statement, 
in the first Mutual Aid White Paper? of November 1943, that 
by that time we had spent more than $6,000 million on supplies 
of all kinds in the United States.) Of the total of more than 
$10,000 million only U.S. troop spending of $1,200 million can be 
said to have been a windfall product of the war. Even that 
spending had to be satisfied from our meagre margin of production 
and supplies so that it was no less a drain upon our resources, 
Nevertheless, in the narrow field of dollar assets we may regard 
it as a special windfall, leaving us with nearly $9,000 million as 
the absolute dollar cost of the war. What this means in pre- 
war terms may be judged from the fact that it would have financed 
sixteen years of imports from the United States at the 1938 level 
even if we had had no exports or other dollar income whatever. 
The cost was fifteen times our drawings from the American Loan 
in 1946 and seven and a half times our own adverse balance with 
the U.S. for the 12 months to June 30, 1947. Most of these 
$9,000 million were spent in the early years of the war at approxi- 
mately pre-war prices. 

It is to be hoped that we shall not need to sell the relic of our 
marketable securities,2 and even more that our direct investments 
will be preserved. On that basis one can form a fair estimate of 
our prospects within the narrow range of investment income 
and debt service. We may look for current dollar investment 
income of about $15 million until about 1953 when the self- 
liquidation of the R.F.C. Loan should release another $38 million. 
Thus as against an income of $105 million from dividends, interest 
and insurance company remittances for the sixteen months to 
December 31, 1940 we may look for an immediate annual income 
of only a little over $15 million and an optimum of about $53 
million after 1953. 

Against this we are committed to find, from 1951, the service 
of the new Loan. This will require at the outset a maximum 
total of $140 million annually of which in the first year $88 million 
represents interest and $52 million principal repayment. But 
unless our total overseas income, visible and net invisible, has 
over the preceding five years averaged more than £1,750 million 
(subject to adjustment for price changes since the end of 1945) 
only the principal ($52 million) will be payable. The Balance of 


1 Cmd. 6483. 

2 The then Chancellor of the Exchequer announced on November 4, 1947, that 
private holdings were down to $58 million, suggesting a considerable reduction. 
This might, however, be accounted for in part by market depreciation and in part 
by the exclusion of certain categories—e.g., Foreign Bonds. 

















a were eve ya ew UWS UUlCUW! 


— 











1948] BRITAIN’S U.S. DOLLAR PROBLEMS 1939-45 367 


Payments White Paper (Cmd. 7324) shows gross overseas income 
for 1946 at £1,262 million and for 1947 at £1,430 million. We 
shall clearly, therefore, be doing very well indeed in our foreign 
trade if by 1951 or 1952 we attain the five-year average of £1,750 
million requiring us to pay under the Loan more than $52 million. 

One other matter affecting our position at the end of 1945 was 
the 1941 Loan from the R.F.C.’ This was left unaffected by the 
general settlement. Thus the arrangement enabling British 
enterprises in the United States to maintain their industrial, 
financial and management connections while contributing to the 
dollar war chest is continued. By August 31, 1945 the principal 
had been reduced from $390 million to $272 million by small sales 
of collateral ($174 million) and by income in excess of interest 
requirements. In addition, Reserve Funds of $15 million have 
been accumulated.1_ Revenue collections have been running at a 
rate of about $38 million annually. At this rate, the principal 
should have been reduced to $260 million by December 1945 and 
the Loan should be fully repaid by 1953, releasing the income 
of $38 million. Appendices II and III show that the value of the 
collateral early in 1946 was $895 million so that the excess of 
collateral was about $635 million. This figure appears in 
Appendix I but should not be regarded as representing funds 
available for current needs. 

Our war-time dollar problems then, were solved in the early 
critical days in part by an export drive pressed on even while we 
were fighting alone, but in the main by drawing on our reserves of 
investments, gold and dollars, reserves which we desperately need 
to-day to meet a series of gigantic problems almost all the creation 
ofthe war. These problems—restoration of our own war damage, 
failure of former sources of supply, greatly increased food and other 
needs from the dollar areas, greatly increased prices for all that we 
import, the burden of Germany, the conversion of sterling debt 
incurred for war purposes in areas themselves short of goods and 
equipment and the conversion of current earnings of these same 
areas in a world wherein those who have dollars part with them 
only in the United States—these problems dwarf our pre-war 
dollar needs. And yet.we face them with exhausted resources. 
The damage lies not merely in the fact that we ended the war 
with reserves reduced in actual figures and reduced even more 
in terms of buying power, but that almost every war-time dollar 


? Figures released in the United States by the R.F.C. 
* Hearings on the Loan Agreement before the U.S. Senate Banking Committee, 
March 1946, 
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realised whether from current earnings or from the sale of capital, 
went to buy things which were consumed irrevocably in the war 
effort instead of contributing to the maintenance of our homes, 
factories and equipment. The losses of 1939-45, too, came on 
top of similar losses in 1914-18 and after. The loss of reserves 
during the First World War itself was followed by the burden of 
service, up to 1931, of a war debt to the United States funded in 
1923 at over $4,000 million. Total service payments before and 
after funding up to the time of the Hoover Moratorium in 1931 
exceeded $2,000 million. Mr. William Clayton has told a US. 
Senate Committee that had Lend-Lease been conceived during 
the First World War and applied and settled on the same principles 
in 1918 as were adopted in 1945 our total liability to the United 
States would have been, not $4,000 million but less than $600 
million. 

There is no need to say more to prove how great an advance 
Lend-Lease marked alike in the affairs of Allies in war-time and 
in the whole field of Anglo-American economic and _ political 
relations. It is no belittlement of that advance to say that, 
in common with most advances in the affairs of men, it was brought 
about largely by the cold logic of events calling for heroic 
measures. But the cost of these events until they resolved them- 
selves in the forward step of Lend-Lease was amputation of a 
vital part of the body economic of the United Kingdom, all the 
more grievous for our manifold needs to-day. We need hardly 
feel surprised that in this conjunction of unhappy factors, past, 
present and future, a loan of little more than a third of what we 
lost over the preceding six years should mean a desperately tight 
squeeze. Much of the stage for to-day’s dollar problems was set 
six years ago; Lend-Lease acted as a screen but it did not change 


the setting. 
D. F. McCurracu 
St. Andrews. 
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APPENDIX I 


Gotp AND DoLiaR EXCHANGE ASSETS OF THE UNITED KINGDOM AT 
Aveust 31, 1939, DecEmBER 31, 1940, anp DEecEMBER 31, 1945 
(Reconstructed Estimate) 
($ millions.) 
Aug. 31, Dec. 31, Dec. 31, 
1939. 1940. 1945. 














Gross gold holdings * ‘ ‘ ‘ , . 2,038¢ 292¢ 1,981/ 

Gross dollar balances ? : ade ; 595° 359° 343/ 
2,633 651 2,324 

Gold and dollar liabilities . ‘ ‘ é ‘ 1784 3514 427/ 

Net gold ana dollars ‘ . 2,455¢ 300° 1,897/ 

Marketable U.S. securities (see Appendix II) > . 1,295 961 215 

Direct and miscellaneous U.S. investments = 

Appendix III) . ; ° 635 635 nil 





4,385 1,896 2,112 








Add: Value of Collateral for R.F.C. Loan in excess of —— out- 
standing at December 31, 1945 , 635 
2,747 


Notes 


* The figures for Gross Gold and Gross Dollars and Liabilities at August 31, 
1939, and December 31, 1940, must be taken with some reserve—see Note d 

> Unrealisable investments are not included in the above figures but it should 
be noted that the value of excess collateral for the R.F.C. Loan consists very 
largely of Insurance interests and other direct investments which might not 

realise the values assigned to them. 

¢ Source: Mr. Henry Morgenthau Jr., in Hearings on the Lend-Lease Bill 
before the U.S. Senate Foreign Relations Committee January 1941. 

* Balancing figure. 

* Source: Statistical White Paper (Cmd. 6707). 

J Source: Mr. Fred M. Vinson in Hearings on the Loan Agreement before 
the U.S. Senate Banking Committee March 1946. 


APPENDIX II 


EstmMATED DisPosAL OF MARKETABLE U.S. SECURITIES OWNED IN THE UNITED 
Kiyepom BasEp ON SALES PROCEEDS oF SECURITIES SOLD AND MARKET 
VaLurs aT Marcu 1946 ror SEcuRITIES REMAINING UNSOLD 


($ millions.) 
(1) Securities sold between ge 31, 1939, and December 31, 
1940 


334¢ 
(2) Securities sold between J anuary 3. ‘1941, and December 31, 
1945, as follows :— 
Total sales of investments during the war (to June 30, 
1945), a ‘ " ; ‘ ‘ ‘ 820° 
Less :— 
Sales of direct investments included 100 
Sales of marketable securities prior to 1941 as above 334 
— 434 
— 386 
(3) Securities remaining unsold at December 31, 1945 :— 
(A) Pledged as security for R.F.C. Loan. ; 3604 
(B) Vested Securities in possession of H.M. Treasury ‘ 1004 


(C) Privately owned securities . ‘ ‘ , ‘ 1154 














370 THE ECONOMIC JOURNAL [SEPT 


Notes 

* Source: Mr. Henry Morgenthau Jr. in Hearings on the Lend-Lease Bill 
before the U.S. Senate Foreign Relations Committee January 1941. 

+ Sales between June 30 and December 31, 1945, are assumed to have been 
insignificant. 

© Source: Statistical White Paper (Cmd. 6707). 

¢ Source: Mr. Fred M. Vinson in Hearings on the Loan Agreement before the 
U.S. Senate Banking Committee March 1946. 


APPENDIX III 


EstmatTep Disposat oF Drrect INVESTMENTS IN THE UNITED STATES OwNnED 
IN THE UnITED Kinapom BasEpD oN SALES PROCEEDS FOR INVESTMENTS 
SoLp AND VALUES IN Marcu 1946 ror INVESTMENTS REMAINING UNSOLD 


($ millions.) 


(1) Investments sold between August 31, 1939, and December 31, 
1940 . nil 


(2) Proceeds from transactions between January 1, 1941, and 
December 31, 1945 :— 
Sale of American Viscose Corpn. . 


Loan secured on Brown & Williamson Corpn. 
Other sales of direct investments (estimated) 


eo 
Aon 
“10 & 


(3) Investments remaining unsold at December 31, 1945 :— 
(A) Pledged as security for R.F.C. Loan— 
Net Worth of Insurance Companies . 210¢ 
Net Worth of Insurance Branches (only remittances are 
assigned) . - 2206 
Other companies under substantial British control - 105¢ 
535 





(B) Other investments privately owned, estimated in U.S. 

to be worth $365 million* but probably unrealisable 

or worthless nil 
(C) Real Estate, estimated i in U. Ss. to be worth $40 million # 

but probably virtually unrealisable : nil 


635 

Note ee 

* Source: Mr. Fred M. Vinson in Hearings on the Loan Agreement before the 
U.S. Senate Banking Committee March 1946. 


APPENDIX IV 
EstimaTEpD DoLiaR RECEIPTS OF THE BRITISH EMPIRE (EXCEPT CANADA AND 
NEWFOUNDLAND) FROM COMMERCIAL Exports DURING THE WAR PERIOD 
($ millions.) 
(1) Period from September 1, 1939, to December 31, 1940 * :— 








U.K. Merchandise. 205 
Empire Commodities i. : ; . ° 640 
—— 845 
(2) Year 1941? :— 
U.K. Merchandise. . A : ; ; 136 
Empire Commodities ; : : ; ; 778 
914 
(3) Years 1942 to 1945 :— 
U.K. Merchandise* . P é R P , 412 
Less :— 
Reciprocal Aid Exports? . ‘ : : 184 
228 
Empire Commodities ° . ‘ ; ‘ .- 2,199 
Less :— 


Reciprocal Aid Exports ¢ 
























45 


10 


59 
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Notes 


* Source: Mr. Henry Morgenthau Jr. in Hearings on the Lend-Lease Bill 
before the U.S. Senate Foreign Relations Committee January 1941. 

> Source: Statistical Abstract of the United States of America. 

¢ Source: 1942—-44—Statistical Abstract of the United States of America; 
1945—U.S. Foreign Commerce Weekly of March 22, 1947. 

# Source: Third Report on Mutual Aid (Cmd. 6931). 


APPENDIX V 
EsTIMATED INVISIBLE DoLLAR RECEIPTS OF THE BRITISH EMPIRE (EXCEPT 
CANADA AND NEWFOUNDLAND) DURING THE Wark PERIOD 


($ millions) 
(1) Period from September 1, 1939, to December 31, 1940 * :— 


U.K. Interest and Dividends ; ° > ‘ . - & 
U.K. Shipping . ° . . ‘ ‘ : " - 35 
U.K. Insurance Company Remittances ‘ . ; . 20 
Empire Tourists, Remittances, etc. . . : . - 30 
— 170 
(2) Period January 1, 1941, to September 30, 1941? (estimates) :— 
U.K. Interest and Dividends . : ‘ ‘ ‘ - 
U.K. Shipping . . ° ‘ , ‘ ‘ ‘ . 
U.K. Insurance Company Remittances : . : . 
Empire Tourists, Remittances, etc. ‘ ‘ ; ; 7 
— 82 
(3) Period October 1, 1941, to December 31, 1945 ® (estimates) :— 
U.K. Interest and Dividends ‘ ‘ . . : - 63 
Shipping ° ; . . ‘ ; . ° - 23 
Insurance Company Remittances , ; ‘ . - nil 
Empire Tourists, Remittances, etc. ’ ‘ . ‘ . 4 
— 132 
384 
Notes 


* Source: Mr. Henry Morgenthau Jr. in Hearings on the Lend-Lease Bill 
before the U.S. Senate Foreign Relations Committee January 1941. 

* Direct published figures are not available. However, the income from 
insurance companies and other collateral for the R.F.C. Loan produced about 
$38 million (Hearings on the Loan Agreement). If it is assumed that marketable 
securities yielded 4% and direct investments 5% of their respective values (see 
Appendices II and III) the following analysis of R.F.C. collateral income results :— 


$ millions. 
Marketable Securities : : : ele ie 14-4 
Direct Investments ‘ ‘ : ‘ ; 5-2 
Insurance Companies and Branches . : : 18-4 
$38-0 


These securities were all pledged under the R.F.C. Loan in July 1941 but average 
effective delivery probably did not take place until September 30, 1941, at the 
earliest. In the above estimates, therefore, this income is assumed to have 
ceased to be available to the U.K. after September 30, 1941, and to have been at 
a slightly lower level at that time. Sales of marketable securities and direct 
investments in 1940 and early 1941 further reduced invisible income. Cmd. 
No. 6707 gives 1945 dividends and interest, including R.F.C. collateral other 
than insurance income, as $35 million. For the above estimates it has been 
assumed that the annual rate had been reduced to substantially this level by the 
end of 1941, but the income of all the R.F.C. collateral has been excluded since 
it was not available to the U.K 

The estimated figures for shipping are quite arbitrary. Earnings must have 
been all but eliminated after 1941 by the exigencies of our shipping position 
coupled with the operation of Reciprocal Aid. 

Similarly the Empire figure is quite arbitrary. Tourist receipts presumably 
ceased after Pearl Harbour. 
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APPENDIX VI 


Summary oF Totat GoLtp AND DoLiaAR EARNINGS AND ASSETS EXPENDED 
DvURING THE Wak PERIOD 
($ millions.) 











(1) Gold. 
Held at August 31, 1939 (Appendix I) . . . . 2,038 
New Production bought from South Africa ; 2,231¢ 
Other Empire Production anaes Canada and New- 
foundland) 1940-45 é ‘ ° 508° 
4,777 
Less : Held at December 31, 1945 (Appendix I) . ‘ 1,981 
2,796 
(2) Dollar Balances. 
Held at August 31, 1939 (Appendix I) : . 595 
Less : Held at Deceinber 31, 1945 (Appendix » - - 343 
—- 252 
(3) Increased Liabilities to provide Gold = Sterling or to 
convert Sterling into Dollars (Appendix I) 249 
(4} Proceeds of Sale of Marketable Securities (Appendix II) F 720 
(5) Proceeds of Sale and Loans affecting Direct Investments 
(Appendix III) . ° 100 
(6) Reconstruction Finance Corporation Loan secured on Investments 390 
(7) U.S. troop pay spent within the Sterling Area (estimate) ; 1,200¢ 
(8) Exports from the Sterling Area to the United States Pee 
IV 3,969 
(9) Invisible ‘Dollar Income (Appendix Vv) : ‘ . : 384 
10,060 





Notes 


* Source: Mr. William L. Clayton in Hearings on the Loan Agreement before 
the U.S. Senate Banking Committee March 1946. 

> Source: Bulletin of the U.S. Federal Reserve Board. 

¢ This estimate is based on the assumptions that while U.S. forces were in 
this country at the beginning of 1943 they did not reach substantial numbers 
until the end of that year; that they reached a maximum of one and three 
quarter millions by mid-1944; and that the numbers fell rapidly becoming in- 
significant in the latter part of 1945. It is also assumed that their average rate of 
spending varied considerably as between those staying only a short time in 
preparation for D-Day and those more permanently stationed here. By taking 
a series of average numbers over the years and varying the rate of expenditure 
between an average of $35 per man per month in the peak period and $70 per 
man per month at the opposite extremes, a figure of $900 million results for the 
U.K. alone. No comparable calculation can be made for the rest of the Sterling 
Area but taking into account the numbers in Australia, India and the Middle East 
@ figure of less than $300 million would seem unlikely. The total therefore would 
seem to be of the order of $1,200 million. 
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REAL ECONOMIES AND THE BALANCE OF 
INDUSTRY * 


Section I 


In an economy in which prices are not allowed to allocate the 
factors of production, bottlenecks cannot be regarded as mere 
clogs in the machinery to be left to the technologist. The eco- 
nomist cannot dismiss them by a shrug of his shoulders or by 
saying that they are to be treated in the same way as a transport 
hold-up due to heavy snow or a failure in the supply of electricity 
due to the breakdown of the transmission line. With full employ- 
ment the bottlenecks become the central question. They are 
aggravated further when the supply of the factors is inelastic and 
the bottlenecks cannot be eased in a reasonably short time. In 
this note I shall treat the supply of coal as constituting bottle- 
neck No. 1 commanding the throughput of all other industries 
in the country and one which is met before any other bottlenecks 
appear. Thus we assume coal to be the king-pin of the economy. 
Though this is not quite correct it helps to bring out points which 
are similar whichever bottleneck happens to be first and to, 
analyse such situations in general. In the circumstances assumed, 
bottlenecks are bound to occur all the time and the remedying of 
one must inevitably lead to the emergence of another, be it the 
electricity bottleneck, transport bottleneck, scrap-iron and steel 
bottleneck, labour bottleneck, dollar bottleneck, etc. The more 
inelastic is the supply in the short run and the more the market- 
price of the factor differs from the demand-price, the more 
persistent will be the bottleneck in question. 

Assuming an inelastic supply, or export markets having a 
claim on every ounce of additional output, we are now left to play 
with policies based on “‘ economising ”’ the use of this scarce factor. 
These can be discussed in several situations. We can accept the 
existing structure of our productive society or we can allow this 
structure to change to one which is less heavily based on the factor 
in question. If coal is-the bottleneck, the lowering of the “ gear ” 
implies that our community instead of being based on production 
(and consumption) requiring much coal now becomes coal exten- 
sive. More of other factors is used in production relatively to 
coal and/or a larger proportion of the working population is 


* This article was written before my appointment as Head of the Economic 
Section of the National Coal Board. 
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employed in occupations which require little coal. The two 
relations are called in this note the “ coal-employment gearing ” 
C’ /E’ of an industry or C/E of industry as a whole. The “ gear- 
ing ” indicates how the‘other factor or factors of production are 
combined with coal (or coal-equivalent power derived from coal), 
The coal-employment “ gearing” indicates the proportions in 
which labour and coal are used as factors of production. Most of 
our analysis is carried out in terms of coal/employment “ gear ”, 
For different problems one could have “ gearing ” applicable to 
factor/product relations, e¢.g., coal/real output “gear,” coal/ 
national income “ gear” just as well as other forms of “ gearing,” 
e.g., coal/dollar “‘ gear.” The latter can be interpreted in two 
senses, viz., coal—dollar combination as elements of cost or as the 
dollar-earning power of coal in different uses. 

Coal (steel and many materials) used in any process of production 
come into the picture more than once : first directly as prime coal 
(steel, etc.), and secondly in the form of coal (steel) locked in other 
co-operating factors. The latter may be prime factors themselves, 
such as steel, or currently produced overhead factors, such as new 
machines necessary for production or for the rationalisation of 
the methods of manufacture. In the case of nearly every prime 
factor, coal must be used unless that factor is imported. Coal 
locked in existing machinery can be safely ignored (except for 
the current coal required for maintenance and replacement). 
Moreover from the national coal-accounting viewpoint we need 
not count coal locked in second-hand machinery, in scrap or in 
machinery transferred from one line of production to another. 
To become available to the community the existing productive 
capacity does not require any current use of coal. But when we 
are contemplating enlarging the country’s productive capacity 
or (what from the coal-budgeting viewpoint amounts to the same 
thing) improving our methods of production,! e.g., raising the 
O.M.H. (Output per Man-Hour), we must then count coal locked 
in producing the machinery and its steel all down the line. This 
explains why in our coal budgeting almost any serious expansion 
of capacity should be regarded as expensive a priori and any 
rationalisation by means of capital reconstruction as expensive in 
nearly all cases. 

We have so far been discussing mainly the coal “ gear” of 


1 The consumption of fuel in the rationalisation process is partly offset by the 
release of scrap from the redundant plant. If rationalisation is of the type that 
it releases many small works, which can be thrown on the scrap heap, then the 
new investment will be self-financing from the point of view of fuel. This 
suggestion comes from my colleague, Mr. P. Daniell. 
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particular industries. When we turn to the coal/employment 
“ gearing ’’ of industry as a whole all the previous remarks, while 
still valid, must be amplified in the sense that the national coal 
“gear” largely depends on the weights given to the various 
industries. If the economy is composed of those industries which 
have a high coal/employment “gear,” the resultant national 
“gear” will be high. With time the “ gear” might be reduced. 
Since the beginning of this century British industry has shown a 
tendency towards a lower gearing, viz., the number of tons of 
coal and coke required to keep a worker in employment has been 
declining. The following amounts of coal and coal-equivalent of 
coke were required to keep a worker employed for one year : 


All Industries 
(Based on the Census of Production Statistics) 
Year. Tons per worker. 
1907 16-6 
1924 14-0 
1930 12-6 
1935 12-8 


Even if one allows for the increase in the use of electricity in 
industry up till 1935 the decline in fuel consumption per worker 
is significant. 

When it is held non-politic to allow prices fully to allocate our 
resources we must be prepared to face bottlenecks. With the 
appearance of the persistent coal bottleneck and with the prospects 
of a rising coal “‘ gear”, we must make the necessary adjustments 
in our policy and in our mental outlook as well as in the scientific 
tools with which we can handle the situation. Adjustments to 
the bottleneck can be of several kinds: we may plan a high coal 
“gear” of industry as a whole with the result that a number of 
other factors of production will be unemployed or in occupations 
concealing unemployment. Workers will be thrown out of work 
owing to the shortage of the co-operating factor of production, 
viz., coal and its derivatives.1 Alternatively we may plan for 
full employment. But it will be achieved only at the expense of 
domestic-fuel consumption, or by robbing our coal exports, or 
at the expense of efficiency by using coal the types of which are less 
suitable for their respective purposes. If full employment is our 
objective, rather than a policy for wealth, the productivity-per- 


1 The partial utilisation of the American loan for the purchase of various 
factors of production explains the non-appearance of any high degree of un- 
employment (except for the temporary dislocation caused by the bad weather 
crisis of February 1947 when the unemployment reached the two million mark). 
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man-hour in many industries becomes less important.1_ To make 
coal go farthest we are now compelled to substitute all the other 
factors (including labour) for coal. In the process, the overall 
efficiency of labour in terms of the product may suffer a serious 
loss. What becomes important in the conditions described is the 
productivity-per-ton coal used sensu largo. 

In an economy of bottlenecks an attempt at increasing the 
productivity of labour by means of installing capital equipment 
may easily lead to the aggravation of the bottleneck and to un- 
employment. Quite frequently in bottleneck situations technical 
efficiency and full employment are incompatible aims. This is a 
very important point, especially in discussions on ‘“‘ economies ” 
of fuel with persons who are technically minded and who concen- 
trate their attention on the immediate economy in the sector of 
production which they are trying to remedy, without taking the 
global fuel-effect into account in their coal budget. 

The problem is really a Ricardian one: We have fuel eco- 
nomies on the prime-coal account and economies on, what we may 
tentatively call, “ capital’ fuel-account. Often if the latter are 
pursued we have to forgo the former. In a correct balance-sheet 
both have to be considered. The amount of the scarce factor 
required for the production of machinery is just as relevant as 
the amount of the factor which the same machine is expected to 
save in current production. Moreover the nearer is our planning 
horizon, the greater is the significance of the present input as 
compared with future saving. Only machinery already in exist- 
ence can be ignored as coal included in it cannot be retrieved.? 

«‘ Things without all remedy should be without regard ; 
What’s done is done.”’ 
(Macbeth.) 

In conditions of full employment of the factor, all coal required 
for achieving in the future a more economical use of coal on prime 
account is obtained by drawing on present production and con- 
sumption, or on production for the immediate future, or on 
exports. 

This either causes unemployment, a reduction of the current 
national dividend or the commencing of a productive structure 

1 This does not apply to the productivity per worker in the industries which 
themselves are producing the bottleneck factor of production (coal mines), or 
indeed any industry directly assisting in easing the main bottleneck, if the 
supply of labour in this industry is limited. Labour productivity is also 
important in all other industries in which labour is relatively even scarcer than 


fuel. 
2 For correction see footnote 1, p. 374. 
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which cannot be attained and will have to be abandoned un- 
finished owing to lack of strategic resources necessary for its 
completion. We may strike a somewhat similar difficulty if the 
workers, by working harder or longer hours, substantially increase 
the consumption of the strategic factor (coal) with the same 
capital equipment. This is a less likely contingency. 


Srction IT 
Fuel ‘“‘ Economies ”’ 


Discussions lumped together under the name of fuel economies ! 
can be listed under six distinct headings : 


No. 1. Pure economy and cutting down waste ; 

No. 2. Rationalisation of coal consumption in pro- 
duction ; 

No. 3. Reducing the coal/employment “ gear ”’ in speci- 
fic industries ; 

No. 4. Changing the coal/employment “gear” of in- 
dustry as a whole; 

No. 5. Importing fuel-intensive raw materials ; 

No. 6. Cutting consumption. 


Economy No. 1. 


Pure economy consists of consuming less fuel than before 
with the same productive equipment and man-power, without ill- 
effect on output or utility in direct consumption. It must then 
mean either a more intensive use of some factor, such as the 
managerial factor expressed in the form of planning and super- 
vision, scrap instead of virgin steel, etc., or th®8 application of the 
results of fuel utilisation research to existing equipment, e.g., 
“ putting to useful work all the escaping steam.’’ Considerable 
effort has been expended since the beginning of the war by 
official and unofficial agencies in fostering Economies No. 1, ¢.g., 
through fuel-watchers, though little statistical evidence has been 


1 That the Authorities struggled with the difficulty of classifying the various 
types of fuel economies is well portrayed in a Ministry of Fuel and Power Quiz : 


Question: ‘‘ What is the difference between Fuel Economy and Fuel 
Efficiency ?”” 
Answer: ‘*‘ By Fuel Economy is meant the actual cutting down of fuel 


consumption. Fuel Efficiency has a wider significance. It 
means getting as much production work as possible from every 
ton of coal.” 


Vide official advertisement of the Ministry in The Economist, November 10, 
1945, p. 693, and in other papers. 
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made public to indicate the results of the campaign. Assuming 
that the labours of these agencies over many years have mopped 
up all the more flagrant cases of waste of fuel, we are fairly safe 
in assuming that the scope for spectacular Economies No. 1 is 
now limited. 


Economy No. 2. 


Economies No. 2 are much more fascinating, especially to the 
engineers and scientists. They usually involve capital intensi- 
fication, and consist of capital investments ranging from simple 
and cheap fuel economisers, mechanical stokers, etc., embodying 
not much coal in their production, to complete reconstruction of 
plants or transport.1_ It is presumably this type of ‘‘ economy ” 
that was envisaged in the Report of the Parliamentary and 
Scientific Committee in June 1947 and in the subsequent Report 
that followed in December of the same year. The earlier Report 
worked on estimates based on calculating the equivalent of coal 
which could be saved on the present tonnage used, if coal wasted 
“ could be turned to useful account” (p. 1). In an economy of 
abundant coal (where such calculations would be irrelevant any- 
way), or one in which second-hand machinery could be employed, 
such calculations would be correct. But in a situation where 
coal is scarce, new coal-saving machinery requires an expenditure 
of overhead coal. In their suggestion that fuel should be allocated 
to the firms, not on the 1946 basis of consumption, but on “the 
amount of coal which would have been consumed by the factory 
if it had attained that degree of fuel efficiency which would 
reasonably be expected of it by the best use of its existing equip- 
ment ” (p. 3, point’ (b)), one wonders how such targets could be 
set in advance for every establishment, each one with different 
machinery. A few lines later, however, the Report seems to 
confuse this type of Economy No. 1 with Economies No. 2 when it 
proposes using for individual firms a fuel-efficiency index applicable 


1 That large economies could be obtained if a certain amount of investment 
could be secured is realised in many quarters. ‘‘ Great economies in fuel con- 
sumption will be possible in the long run if capital for investment in efficient 
appliances can be made available. If Britain’s general economic recovery is 
satisfactory this should not be a serious problem,’’ says somewhat hopefully 
broadsheet Planning of October 24, 1947, p. 130, discussing long-term fuel 
policy. 

When one comes to read what economies of fuel are being claimed by the 
interested parties, e.g., The Combustion Appliance Makers’ Association suggesting 
a possible economy of coal of 18 million tons per annum at the expense of under 
4 million tons of iron and steel, one cannot help experiencing a feeling of giddiness 
and a burning desire to understand the basis of calculation. 
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to whole industries. Is the Report assuming a large volume of 
capital investment? The Report goes further and suggests that 
a Fuel Efficiency Committee should be recognised as a body 
responsible for advising the Minister (Allocating Fuel) on the 
administration of the scheme as a whole. 

The great pressure which engineers and scientists are exerting 
to obtain access to economic planning indicates that the Report 
does not represent isolated views. The Report overlooks the 
fact that only a relatively minor aspect of the allocation of coal 
is technological, while the allocation of resources (whether inter- 
temporal or otherwise) lies at the bottom of the matter. And this 
is the traditional field of the economist and not the scientist. But 
when we read that the scheme for the electrification of the lines 
between Sheffield and Manchester is to proceed, it would seem 
that the views of the engineers have carried the day. We are 
told that 100,000 tons of coal will be saved per annum when the 
scheme is eventually completed, but we are not informed how 
much coal is required to bring this scheme to fruition. Is it in 
this way that we wish to distribute our resources? Are we to 
judge the various schemes from the viewpoint of their eventual 
achievements, while ignoring the coal-overhead accounting ? 
What rate of exchange is to be established between one ton of 
coal saved to-day and one saved in five years’ time ? 

A similar line of casual thinking has been pursued in the 
ambitious policies (recently suddenly reversed) for “‘ saving ” 
coal by substituting oil. Some went even so far as to claim 
priority of fuel and steel allocation for building productive 
equipment, which in turn was to build the oil-burning appliances. 

Our economic redeployment of resources must be related to 
the time factor, which is so often neglected in this type of plan- 
ning. Immediate economies require sets of decisions entirely 
different from those designed to reduce prime consumption of 
coal in five or six years’ time. The moment from which the full 
benefits of our economies are to be reaped must be clearly defined 
if rational decisions are to be taken. Suppose coal (the scarcest 
factor of production) is to be saved on prime account in three 
years’ time from now. In these circumstances it might be rational 
to embark on schemes however much they may cost us now in 
terms of coal locked up in machinery, steel, or even locked in the 
expansion of factories designed to build the equipment ultimately 
saving coal. For the immediate coal economy the following 
formula imposes itself, viz., Assuming that the coal saving will be 


1 Capital Investment in 1948. Cmd. 7268, 1937, § 69. 
No. 231.—vou. Lv. cc 
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100%,! then if the total amount of coal used indirectly in the 
production of the coal-saving equipment (e.g., oil burners) plus 
the amount of coal (and coal-equivalent of coke, electricity, etc.) in 
all stages, where additional prime productive capacity has to be 
made available, add up together to more than the amount of coal 
saved, say, in a year,” then the conversion to oil (saving coal) 
should not be regarded as an economical proposition from the 
viewpoint of a nation solving its immediate scarce-factor (coal) 
crisis. 

Economy No. 3. 

This type of economy is associated with the change of the 
coal ‘‘ gear”’ in any one industry or group of industries; it is 
achieved by reducing the C’/E’ “ gear ”’ of individual industries. 
The Census of Production figures seem to indicate that such a 
reduction took place in the iron and steel before the war. In 
addition to being due to a combination of Economies No. 1 and 
No. 2 it is also due to the industry concentrating on those products 
which are light coal-consumers. It is also conceivable (though 
less likely) that reduced “‘ gear ’ may be caused by a substitution 
of labour for coal and to the introduction of other coal substitutes.’ 

The majority of British industries show signs of changing 
coal “‘ gear ”’ (even if one allows for the coal-equivalent of gas and 
electricity consumed). A preliminary investigation of a number 
of British industries seems to indicate that, although the coal/ 
employment “ gear” follows the trade-cycle pattern, a general 
downward trend has been apparent since the beginning of the 
century and is very pronounced in some cases. The following 
amounts of coal and coal-equivalent of coke were required to keep 
a worker for a year : 

Chemical Industry 


Year. C’/E’ (Tons per worker). 
1907 39-1 
1924 23-1 
1930 23-8 
1935 24:1 


It would not be surprising to find the post-war period as 
pointing towards a reverse of the “gear” brought about by 


1 This extreme saving on prime account is assumed for the sake of exposition. 
In real situations where complete substitution of other factors is rarely feasible, 
the formula will have to be amended by subtracting from the first part of the 
expression that amount of coal which has still to be used on prime account after 
Economy No. 2 has been effected. 

* The assumption about this high rate of coal-interest is arbitrary and must 
be decided by the economic planners in the light of all relevant circumstances. 

3 The latter form of substitution has been stimulated since 1939. 
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(a) the fall in the quality of coal, (b) the drying-up of foreign 
supplies of coal-intensive products or coal-saving raw materials. 


Economy No. 4. 


The overall C/E “ gear” of industry depends on the com- 
position of our economy, and on the importance in it of the highly 
“ geared ” industries. In the same way as Economy No. 3 for 
each industry depended mainly on the weights given to various 
products based on their coal intensity, Economy No. 4, in turn, 
depends on the weights of individual industries according to their 
respective coal intensities. There is no a priori reason for assum- 
ing that the directions of Economies No. 3 and No. 4 must be the 
same, though in many cases Economies No. 3 may be a powerful 
contributory element towards generating Economies No. 4. In 
some cases a fall in the “‘ gear ”’ of type No. 4 may be so powerful 
as to conceal inefficiency in coal utilisation. 

For industry as a whole, the war had the effect of raising the 
“ gear’ from 12-8 tons per worker in 1935 to 14-2 tons in 1945. 
If the change has been relatively so small (while in the factory 
industries there has been an actual decline in the “gear”’), this 
was due to: (1) foreign supplies, (2) the fact that in the latter half 
of 1945 industry was re-tooling rather than embarking on a fully 
fledged programme of investment, (3) the war-time decline in the 
number of building workers, (4) the slow tempo of production. 
Until the recent war the effect of Economy No. 3 together with 
Nos. 1 and 2 was probably stronger than that of No. 4. In this 
country since the war the Government has played a part in 
industrial developments which have entailed heavy demands on 
industries which are considerable coal-consumers. Such a ten- 
dency is associated with a rising coal “‘ gear” if these expanded 
demands fall on industries such as iron and steel and building 
materials. Periods of full employment witness not merely an 
expansion of equipment, but they contain an element of dynamic 
rationalisation 1 which adds to the requirement of coal on over- 
head account; while the process continues the “ gear’ is raised 
in industry.? It is difficult to say how much serviceable equip- 
ment is discarded in the process, but the fact that in our situation 
the price-cost system is not fully operative and that much atten- 
tion is focused on labour-efficiency, instead of on coal-efficiency, 


1 Vide my Economic Organization of the British Coal Industry, pp. 449— 
450. 

? If rationalisation is of the coal-saving, rather than the labour-saving type, 
it may have the effect of lowering the ‘‘ gear ’’ in single industries. 
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may be conducive to prompting “ false’ modernisations in the 


pursuit of labour-efficiency. 


Economy No. 5. 


b 


Another form of “ economising ” on the scarce factor is by 
adjusting imports and exports. In the past this country was able 
to save a certain amount of fuel-intensive materials, especially in 
times of stringency, by importing semi-finished materials and 
scrap. Not only are these much more difficult to obtain in present 
circumstances but the Government appears to work on a plan of 
developing those segments which are most heavily leaning on 
coal, ¢.g., by increasing blast-furnace target. 

Symmetrically ‘‘ Economies” No. 5 can be attained by a 
judicious policy of refraining from exporting coal-intensive pro- 
ducts in favour of other exports. 


Economy No. 6. 


Sometimes the phrase “economy of fuel” is used in an 
entirely different sense, viz., abstinence in order to reduce the 
pressure on the scarce factor. This is different from the previous 
senses. It involves cutting down consumption and thus reducing 
the national welfare. It can be achieved either by planned means 
or by haphazard shortages falling on some categories of consumers, 
districts or users of specific qualities of coal. 


Section III 
Elements of a Coal Budget 


It remains now to state how a scarce-factor plan could be 
operated in times like the present. 

It has already been indicated that the budgeting ought to 
proceed through those factors of production which are scarce, and 
not through those which are plentiful or potentially plentiful. 
Assuming that the strategic bottleneck is coal (it could be trans- 
port, labour or steel if we like) and assuming that the bottleneck 
is not temporary (and on this we must make up our minds), we 
should first determine which industries are the heaviest consumers 
of coal, gua coal, coke, gas, electricity, etc., per unit of output. 
We could then calculate the coal requirements appropriate to 
certain predetermined levels of production. In this calculation 
we should have to reckon first the direct consumption of coal, and 
secondly the indirect consumption imputable according to the 
*‘ gearing ’’ of the products. Thus both coal locked in steel and 
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coal imputed to transport directly attributable to production must 
be included. If we are planning a large expansion in one direction 
then we must reckon the coal attributable to the additional 
productive capacity required at all stages. Diversified expansions, 
though perhaps not always so desirable, are less dangerous from 
other points of view, e.g., creating subsidiary short-term bottle- 
necks due for instance to the immobility of labour. 

So far Government action in emergency seems to have con- 
sisted of a series of proportional cuts of coal supplies to industries 
later combined with priorities determined somewhat arbitrarily. 
It emerges from the analysis that whatever prierity is adopted 
this must be combined with other priorities and restrictions (anti- 
priorities). Priorities, like locusts, appear in swarms. There 
must be a system of complementarity of priorities just as there 
must be a co-ordinated system of complementarities of rationalisa- 
tions. An expansion of the iron and steel industry, for instance, 
must be translated in terms of coal. It would require an enlarge- 
ment of the industry supplying its equipment and increased pro- 
vision of rail-transport services, both of which are coal-voracious. 
The bigger the departure from the existing system of productive 
capacities (or the existing balance of our industrial structure), 
the greater is the immediate pressure on other industries. To 
prevent trouble we must first reduce the consumption of the scarce 
factors somewhere in order to “ finance ” the prime expansion of 
the selected industry plus all the expansions appearing through 
the derived demands. 

In present circumstances we cannot allow ourselves the luxury 
of thinking what we would wish to do and then trying to find the 
resources (coal, steel, etc.), because even if we could set ourselves 
the output targets we would stumble over the time-indexes, i.e., 
the right combinations of the prime and the overhead consumption 
of the scarce factor (coal). The number of variables and possible 
solutions would become so large as to defy even our ablest planners. 
We must start prosaically from the other end by asking with which 
services using the scarce factor we can dispense. The coal 
squeezed out on prime account may then be calculated together 
with coal saved on overhead account by the release of co-operating 
factors and the non-renewal of equipment. There will, in all 
probability, be little of the scarce factor saved on overhead 
accounts because the productive capacity of the telescoped 
industries is already in existence, but in any case there will be a 
saving on maintenance and replacement. 

We could work out, for instance, two such plans for the 
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“squeeze”: say, Plan “A” (less austere) and a Plan “B” (a 
more radical one). This will give us a tonnage of coal (or steel, 
etc.) with which we can start positive target-planning. 

Factor time has to be considered. We have to decide when, 
and for how long, it is necessary to obtain the largest possible 
prime consumption of the scarce factor. Next, how much to 
expand certain lines of production from the viewpoint of exports, 
national security, etc. This will determine the “ gear ” of those 
industries and the “gear” (or the amount of concealed un- 
employment) in the rest of our economy as well as the amount of 
unused capacity. Thus we suggest that the policies for releasing 
the scarce factor should come first before the production-target 
policies because the latter cannot be effective without time- 
indexes. 

Capital budgets in general terms (suggested by so many) are 
useless in a world of bottlenecks. What is needed is a method 
of budgeting through the scarce factor. Too much waste and too 
much unnecessary misery would be caused by global adjustments 
or by imagining that, e.g., one ton of steel used one way is equi- 
valent to one used in another, or indeed that one pound’s worth 
of investment can be matched by one pound’s worth of refraining 
from replacement or consumption. The present price system 
does not allow us to do anything of the sort. One pound’s worth 
of repairs might be highly labour-intensive, whereas replacement 
and new investment might be (and usually are) highly coal- 
intensive. One pound of the former does not release one pound 
of the latter. 

Campaigns for efficiency and more effort should be more 
selective than at present. Much greater labour efficiency in 
some industries is the condition of the success of the plan, whereas 
more effort in other industries might add to the economic con- 
striction and to the pressure on the bottlenecks. 

A. M. DE NEUMAN 
London. 
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REVIEWS 


Monetary Reconstruction in Belgium. By Lon H. Dupriez. 
Carnegie Endowment for International Peace. (New York : 
King’s Crown Press (London: Geoffrey Cumberlege), 1947. 
Pp. vi-+ 88. 12s. 6d.) 


Tuer Carnegie Endowment for International Peace has enlisted 
the services of economists in war-damaged countries to write a 
series of the post-war monetary history of those countries. The 
first, now available in the U.K., is Professor Dupriez’s account of 
the spectacular Belgian reform of 1944. Professor Dupriez had 
already played an important part in his country’s monetary 
history in 1935 before he shared in one of the most perfectly co- 
ordinated plans laid jointly by a refugee Government in London 
and its counterpart in an occupied capital. His account of the 
operation, besides being authoritative, is as objective as can 
reasonably be expected so soon after the event. 

The operation was intended to minimise the dangers inherent 
in the suppressed inflation produced by the German occupation. 
Belgian francs had been multiplied to provide not only for the 
ordinary Government deficit but also (more largely) for the occu- 
pation costs and for the enforced ‘“‘ favourable ” balance of trade 
(the corresponding credit in the clearing being as worthless for 
current needs as it was for longer-term purposes). The total 
increase in the monetary circulation was about 250%. Owing to 
relatively greater use of notes it is possible that this enlarged 
supply of money might have been appropriate to a price-level 
rather less than 250% above the pre-war level. In fact the 
price level (if the term can be applied to such an artificial and 
distorted structure of prices) was held down by control measures, 
to less than double pre-war: wages were 33% up, and official 
commodity prices ranged from their pre-war figures to double. 
There was thus a substantial “‘ surplus of liquidity,” and the 
danger of leaving it unabsorbed was well known in Continental 
Europe after 1918-20. British readers will have a special con- 
temporary interest in the measures by which the Belgians en- 
deavoured to mop up the surplus. 

The plans laid in London and Brussels were aimed in the first 
place at blocking this surplus and at its eventual transformation 
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into public debt (except to the extent that extraordinary taxes 
served to cancel it). The opportunity was to be taken to establish 
a basis for special taxation of war profiteers (who were assumed 
to hold much of their profits in money), to exclude from circulation 
notes taken out by Germans or collaborators, and above all to 
cause a collapse of black-market prices by creating a temporary 
acute shortage of cash. The necessary technical operations were 
so perfectly planned that they were carried through without a 
hitch in five days in October 1944, less than a month after the 
liberation of Belgium, when the Germans were still in the frontier 
districts and when the Ardennes offensive still lay in the future. 
96% of the country’s cash was immediately frozen. Subsequent 
relaxations to allow resumption of normal trade, at a wage-level 
raised first to 60% (and soon to 80%) above pre-war, and designed 
to make the exchange rate of 176 francs to the £ a tolerable one, 
carried the monetary supply back to 37 and eventually 62% of 
its September 1944 level. 

Broadly, the reform may be said to have had considerable 
success. Political pressures of one sort and another—partic- 
ularly for the increase of wages—were partly responsible for the 
renewal of inflation. But in one important direction Professor 
Dupriez notes “ utter failure ’’—in the attempt “to break the 
black market by causing an immediate monetary stringency 
which would take away purchasing power.”” He thinks the reasons 
for this are obvious and this perhaps is why his discussion (on pp. 
22-23) is so brief. In view of the weight attached by many 
British economists to the absorption of “ surplus liquidity ” in 
order to eliminate inflationary pressure, I wish Professor Dupriez 
had given more space to his views on this failure. 

The position seems to be that when urgent physical needs are 
unsatisfied the demand for money has unusually high elasticity. 
“‘Hungry people,” says Professor Dupriez, ‘ will do without 
anything rather than food so that, as long as scarcity exists, no 
monetary measure can cope with the black market.” A large 
contraction in the supply of money, at a time of unusually urgent 
needs, causes a relatively trivial rise in the value of the monetary 
unit. On this basis the question whether absorption of surplus 
liquidity can be expected to have much immediate effect, on 
prices and the public’s pressure to buy goods, depends on the 
urgency of the public’s real wants. This urgency of wants is 
obviously greatest if consumption standards are absolutely low, 
but desire for “ essential goods ”’ to maintain a customary though 
comfortable standard may well be powerful enough to take the 

















“ \ all we o™ cr we ~~ cr 


we 

















1948] DUPRIEZ: MONETARY RECONSTRUCTION IN BELGIUM 387 


teeth out of a deflationary operation of the Belgian kind. The 
deflation is still more likely to be undermined if (as happened in 
the Belgian case) there is simultaneously an increase in the money- 
wage level. In short, if material poverty (whether by absolute 
or relative standards) is acute, income inflation can be far more 
potent than any artificial deflation of the monetary stock. If 
the propensity to consume is high, not much is to be gained by 
mopping up the surplus liquidity. 

I find all this, which I think is implicit in Professor Dupriez’s 
two or three sentences of explanation, difficult to reconcile with 
his succeeding paragraph, in which he suggests that the extra- 
ordinary uncertainties of the time would “ have effect of making 
people ill at ease with reduced balances.” But this paragraph 
has to do with the rather different question (one which was given 
much attention in the parallel Dutch reform) whether the mone- 
tary supply should be abnormally contracted pending the return 
of productive activity to a normal level, and perhaps the author 
is referring to different periods in the two paragraphs. Anyway, 
there is on the face of it an inconsistency which makes the brevity 
of the discussion of these problems all the more regrettable. 

The account of the succeeding months is more satisfying : the 
author shows how through the winter of 1944-45 the war-time 
inflationary conditions were in important respects maintained, 
local expenditure by the Allied Armies, ahead of the arrival of 
large American supplies, being in its effect identical with the 
expenditure of the unwelcome invading armies of the earlier 
years. The inflationary pressure was greatly increased by the 
pressure for higher money wages, which (after being raised in 
October 1944 from 130 to 160% of 1936-38 level) rose to about 
280% of 1936-38 by the middle of 1946. In the same period the 
capital market was hindered by the slowness of the unfreezing of 
liquid assets, but the gradual expansion of bank credit averted 
any complete breakdown. In reading the details with which 
this story is filled in, one is left with the impression that the 
Belgian authorities, after an extraordinarily able and courageous 
beginning, did in some measure lose their grip of the situation 
and failed to push home to their original objectives. 

However this may be, the Belgian operation stands out as 
one of the most interesting episodes in monetary history, and 
Professor Dupriez has written a useful and stimulating book about 
it. The Carnegie Endowment is to be congratulated on such a 
good beginning to the promised series. I hope that as the series 
progresses—or perhaps at its end—it will include some compar- 
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ative study. Comparison of the Belgian operations with the 
Dutch, for instance, which was closely similar in its objectives 
but rather different in the handling, should provide plenty of food 


for thought. 
R. S. SavERs 
London School of Economics. 


The Variations of Real Wages and Profit Margins in Relation to 
the Trade Cycle. By Sno-Cuem Tstane. (London: Pitman, 
1947. Pp. 174. 25s.) 


Dr. Tstane has chosen for the subject of his book an aspect 
of the trade cycle about which most economists are obliged to 
confess their uncertainty and confusion. In the past, many 
theories have been put forward and strong opinions have at times 
been expressed, but at the crucial points the hypotheses are too 
often incomplete and the facts too frequently unknown. It can- 
not be claimed that Dr. Tsiang has now cleared up this trouble- 
some matter, but he has at least thrown some more light on it, 
and for this reason his book deserves close study. In particular, 
he is one of the first to try to apply the Hall-Hitch theory of 
pricing to the trade cycle. 

He begins with an admirably lucid review of the various 
attempts which have been made by means of general reasoning 
to predict and explain the connections between variations in 
money-wage rates, real wages, gross profit margins, prices and 
output. With some exceptions—notably Professor Pigou—the 
neo-classical school held that real wages moved inversely with 
output, and this was often put down to the tendency for changes 
in wages to lag behind changes in prices. Thus marginal cost and 
price might diverge, and it was indeed this divergence which 
provided part of the motive force of the trade cycle. In the 
General Theory, Lord Keynes made the same assumption about 
the facts, but reverted to the other interpretation of these move- 
ments as the natural outcome of decreasing returns. With im- 
perfect competition, however, the problem becomes more com- 
plicated, as Dr. Tsiang is at pains to emphasise. Costs may be 
rising, constant or falling, and account must now be taken of 
changes in the imperfection of the product and factor markets. 
Furthermore, there is less reason to suppose with the neo-classical 
school that wages will be more sticky than prices. With so many 
determinants, Dr. Tsiang rightly concludes that one cannot pre- 
dict the course of real wages on a priori grounds. 

What are the facts? Before the war Professor Dunlop and 
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Lord Keynes published statistics which challenged the usual 
assumption and suggested that real wages have been directly 
correlated with output. But their figures were calculated by 
using the ordinary cost-of-living index which is obviously inappro- 
priate. Dr. Tsiang therefore turns to estimates prepared by 
Professor Isles of ‘‘ product wages” between 1850 and 1910 in 
which the wholesale-price index is used. Once more the tables 
are turned, for these figures on the whole support the traditional 
view! The statistics for the period 1919-39 also reflect the in- 
verse correlation assumed by the neo-classical school. Of course, 
these statistics are also defective because the British wholesale- 
price index gives too much weighting to staple commodities and 
is too much affected by foreign trade. Dr. Tsiang therefore 
examines the more satisfactory statistics for the U.S.A. between 
1890 and 1939, but on the whole this evidence also supports 
Marshall’s famous generalisation. When, however, he proceeds 
to analyse separately the estimates for manufacturing, mining and 
agriculture, the picture at once becomes mote blurred. In manu- 
facturing, for example, product wages with trend eliminated were 
more stable than in the economy as a whole and often moved in 
the same direction as money wages which, in turn, fluctuated 
more than prices ! 

At this stage Dr. Tsiang returns to a discussion of the factors 
determining product wages. He quotes evidence which suggests 
that marginal prime costs in manufacturing industry are fairly 
constant over the relevant range of output. The statistics for 
the U.S. certainly show no definite negative correlation between 
productivity and output. Instead of following Dr. Kalecki, how- 
ever, he abandons the assumption that the equation of average 
prime costs with marginal revenue provides a satisfactory ex- 
planation of the behaviour of the firm. He is far too cautious to 
claim that any single pricing formula can be found but he inclines 
to the view that full-cost pricing on the basis of “ standard ” 
output may be a reasonable working hypothesis except for periods 
of sharp inflation or heavy deflation. He also assumes kinked 
demand curves and emphasises the rigidity of prices, at least in 
the case of manufactures. 

In the light of these considerations, Dr. Tsiang tries to account 
for the movement of profit margins during the inter-war years in 
the U.S.A. Margins fell during the post-war slump, rose till 1929, 
continued to rise till 1934, and fell during the recovery in the 
thirties. Dr. Kalecki has attributed the rise up to 1929 to in- 
creased imperfection of the market as a result of the Harrod 
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Effect and of advertising. Admittedly advertising costs would 
require a small addition to gross profit margins, but in Dr. Tsiang’s 
view it is doubtful whether the effect of advertising on the elas- 
ticity of demand would alter the profit margin in oligopolistic in- 
dustries with kinked demand curves. It is certainly difficult to 
accept Dr. Kalecki’s suggestion. that the rise in profit margins 
during the depression was partly due to the overhang of “ careless 
buying ” during the boom. Indeed, in so far as the Hall-Hitch 
thesis is regarded as applicable, Mr. Harrod’s theory, which im- 
plies so much knowledge and sensitivity on the part of the firm, 
must be largely abandoned. Dr. Tsiang’s own explanation is 
that, with fairly sticky prices, profit margins are largely determined 
by changes in average prime costs. Up to a point this may be 
plausible, but it is all very puzzling. Prices may tend to be in- 
flexible in face of moderate changes in demand, but even in an 
oligopolistic market will they not tend to be adjusted to changes 
in wage-rates or raw-material prices which affect everyone in the 
trade? Will general conservatism, strengthened by price leader- 
ship, trade associations and so on seriously retard this adjustment ? 
And in deciding, even if only periodically, how much should be 
added to price to provide net profits, do entrepreneurs not have 
before them a vague picture of possibilities which bears some 
resemblance to the familiar curves? Furthermore, how does all 
this tie up with Dr. Tsiang’s previous statement that product 
wages are mainly determined by changes in the ratio of raw- 
material prices to wage-rates? Can this ratio have much effect 
except in so far as the price of the product also changes ? 

One point at least is clear. So long as we investigate aggre- 
gates without estimating carefully the importance of changes in 
the weighting accorded to each industry we are liable to distract 
our minds with insoluble riddles. Dr. Tsiang admits that changing 
weights may be of some importance, but he shows that as between 
aggregate consumption and aggregate investment such changes are 
likely to be of small importance. He concedes that this does not 
dispose of the matter, but adds that since it is impossible for 
him to investigate each industry in detail he will content him- 
self with examining three important cases—cotton, paper and 
pulp, and iron and steel. It is significant that the results he then 
obtains are diverse and confusing. Furthermore, on page 87, he 
reproduces a table of profit margins for twenty selected industries 
in 1929 which shows an immense range from 6% for steam rail- 
road repair shops to 62% for printing and publishing. Now 
these industries were growing at very different rates. Between 
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1923 and 1929 the index of production for printing and publishing 
rose by 30 points, whereas for lumber and timber products, with 
a profit margin of 34%, it fell by 8 points. The impact of such 
changes on the average should have been calculated by means of 
a straightforward statistical calculation which would not have 
involved the herculean task of investigating each industry in 
detail. It must also be stressed that even if such relative changes 
cancelled out, this could only be regarded as accidental; the 
fact that they took place at all rules out of court any simple 
explanation of profit margins in global terms. 

It is a little paradoxical that while Dr. Tsiang’s statistics are 
usually great aggregates, his theory refers in the main to the 
particular equilibrium of the firm. In the last chapter, however, 
he discusses the probable effects of changes in real wages on the 
level of employment. This discussion is admirable, but it is a 
pity that he has confined himself within the somewhat narrow 
context of the Ricardo Effect. In general, however, Dr. Tsiang 
must be congratulated on the skill with which he has tackled a 


particularly difficult and daunting task. 
T. Wixson 
University College, 


Oxford. 


Bank for International Settlements. Seventeenth Annual Report. 
Ist April, 1946—31st March, 1947. (Basle: Bank for 
International Settlements, 1947. Pp. 173.) 


Tue Annual Reports of the Bank for International Settle- 
ments are now, of course, mainly surveys of the world economic 
situation and concerned to only a minor degree with the activ- 
ities of the Bank. It may, however, be worth noting that the 
Board of Directors resumed their meetings in December 1946, 
after an interval of over 7 years; that recent reports have been at 
pains to justify the Bank’s war-time policy, based on “the 
principle of scrupulous neutrality adopted in the autumn of 1939 ”’ ; 
and that the 17th Report refers to the co-operation which it is 
hoped will be possible between the B.I.S. and the International 
Bank for Reconstruction and Development. 

Among the important international economic surveys now 
appearing, that of the B.I.S. is distinguished by the length of its 
continuous run. The first report, for the year 1930-31, was con- 
cerned wholly with the business of the Bank, but since then the 
scope has been steadily extended, and the complete collection of 
reports now constitutes a valuable economic history, particularly 
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of monetary matters. The last report reviewed in this JouRNaL 
was the 12th, for the year 1941-42. The reader of subsequent 
reports will find the customary treasure-house of fascinating tables 
and diagrams, well conceived and well executed. He will find 
facts, figures and estimates not easily available elsewhere, and 
intriguing statistical relationships such as long-term variations, 
in many countries, in the average denomination of bank-notes, 
and in the ratio of bank deposits to note circulation. He will 
find more than a series of out-of-date surveys of transitory in- 
terest, for the authors take a broad perspective. They are not 
ashamed to look back a century or more, as when they present a 
chart of United States wholesale prices since 1800. Besides 
narrative there is analysis, stimulating if not always complete or 
wholly convincing. There are interesting reflections on such 
general matters as the reasons for changing trends in world popu- 
lation, the attitude of various groups of countries to the gold 
standard, and the difference between conditions in 1947 and the 
conditions that preceded the slumps of 1921 and the 1930s. 

The 17th Report covers a year of transition ending in the 
spring of 1947. Perhaps the main theme is inflation and in- 
flationary pressure, with all the familiar consequences. There is 
repeated emphasis on the interconnection, too often neglected, 
between internal and external finance. “‘The problem of the 
balance of payments cannot be solved independently of a re- 
storation of balance in the budget and in other relations of im- 
poytance to the domestic economy,” for “ inflationary expansion 
of purchasing power at home acts as an attraction for imports 
and as a brake on exports.”’ These are now familiar ideas, but 
they were not so widely recognised when the Report was written 
early in 1947. 

The Report contains useful chapters on price movements, 
foreign trade, exchange rates, the production and movement of 
gold, internal credit conditions, national economic plans (the most 
important global figures for twelve national plans are brought 
together in two tables), and on post-war settlements and new 
foreign lending. The last-mentioned chapter provides a con- 
venient collection of facts. The generosity of Britain’s post-war 
policy, in the light of her external position, are apparent from the 
the figures. There is a useful summary of post-war credits, in- 
cluding credits in monetary and payments agreements, up to the 
end of 1946. The chapter emphasises the predominance of 
Government, as distinct from private, international lending, in 
contrast with the situation after 1918. While recognising the 
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much more moderate terms on which loans have been granted this 
time, the authors would evidently welcome a return to private 
lending on a far larger scale. They believe, too, that the re- 
storation of sound, internal credit conditions, by appropriate 
anti-inflationary policies, would “ almost automatically make itself 
felt in a stream of commercial credits from abroad in connection 
with the flow of goods,” and that “ restored confidence is likely 
to be followed also by a current of direct investments coming 
from foreign industrial and commercial firms.”’ They believe, 
rightly or wrongly, that to “‘ obtain foreign means of payment 
through a multitude of relatively small rivulets is much sounder 
than being dependent on one or two major credit streams in the 
form of large international loans.” 

Finally, like all good international surveys, this Report helps 
to broaden our vision. It reminds us that there are countries, 
like China, where even with interest at 15% per month borrowing 
can still be highly profitable; countries, like Hungary, where 
illicit international trade can be twice as large as the recorded 
totals; and countries, like Switzerland, where even the dollar 
can stand at a discount, with the authorities reluctant to buy 
gold in exchange for their own national currency. 

G. D. A. MacDouGaLL 

Wadham College, 

Oxford. 


The Conquest of Unemployment. By E. Victor Moraan. (London: 
Sampson Low, Marston & Co. Ltd., 1948. Pp. xii + 182. 
7s. 6d.) 


ALTHOUGH so much progress has been made and so much agree- 
ment reached in the study of unemployment, it is still difficult 
to find an introductory survey suitable for the layman or for the 
undergraduate at the beginning of his course. Professor Morgan’s 
clearly written volume goes a long way towards meeting this 
requirement. Indeed, if it were not for certain defects which 
one feels he might easily have avoided, it would be just what so 
many people have been looking for. As it is, his book is at least 
as good as anything else they are likely to find, and it is all the 
more welcome because it contains a liberal interpretation of the 
views of the great liberal, Lord Keynes. 

In writing for a wide public it is important to remember 
how much opinions have changed since before the war and to 
alter one’s emphasis accordingly. Professor Morgan is therefore 
right to remind his readers that economic progress was not un- 
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known before we had a planned economy. It is true, perhaps, 
that he tends to place unnecessary emphasis on the extent of 
unemployment and his remarks may serve to strengthen the 
current belief that it was more customary in pre-war days to be 
out of work than to have a job. But his book, unlike so many of 
its predecessors, at least contains an employment chart with a 
true base. 

These introductory remarks are followed by a useful explanation 
of national income concepts, and he then turns to the real busi- 
ness of accounting for fluctuations in effective demand. The 
money circle is described, the importance of saving and invest- 
ment is made clear and the multiplier expansion is set out in a 
simplified form. 

All this is well done, but I suspect that the layman will 
begin to grow impatient as he reads these chapters (4 and 
5). Experience suggests that among the first questions to 
which he will want an answer are these: “ How is it possible 
for savings and investment to diverge? How, indeed, can savings 
ever be excessive? If they are deposited at the banks, or used to 
buy securities, surely they will be passed on? Conversely, where 
does the money come from which allows investment to run ahead 
of voluntary savings?” Professor Morgan, however, keeps him 
waiting. For some unaccountable reason he regards this as an 
appropriate moment at which to explain what he means by struc- 
tural unemployment and to suggest a number of remedies! The 
next chapter has the more hopeful title ‘“ Where Money Comes 
In.” But this turns out to be an exposition of liquidity pre- 
ference theory which leads up to the singularly unhelpful pro- 
position that ‘ the quantity of money in existence in relation to 
the public desire to hold money, governs the rate of interest.” 
The professional economists may perceive that Professor Morgan 
has answered the layman’s question, but the layman himself is 
unlikely to be much wiser than he was before. Nor will he be 
helped by the subsequent argument that ‘‘ the power of money is 
exerted in a roundabout and not particularly effective way (t.e., 
through the rate of interest), and money is only one of the things 
which influence the rate of spending.” Is it not the argument 
rather than the monetary process which is roundabout ? Would 
it not have been better to explain how the creation of money, 
together with the more effective use of money already in existence, 
can provide borrowers with additional funds in excess of current 
voluntary savings? It is largely because of this elasticity of the 
credit system that the rate of interest has not fluctuated more 
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‘ 


and has not been a 
level of expenditure. 

The Keynesian way of treating these problems is so perverse 
that, however simple one’s sentences may be, it is surely impossible 
to provide the general reader with a clear picture. After all, 
even the professionals were more or less bemused for many years. 
It is therefore most regrettablé that Professor Morgan, while 
retaining the substance of his Keynesian faith, did not abandon 
its untranslatable liturgy. 

The next chapter contains a straightforward account of 
“ other influences on the rate of spending,”’ and this is followed 
by a chapter on inflation. A chapter on foreign trade and another 
on Bretton Woods come next and both are admirably clear. One 
feels, however, that his remarks on Bretton Woods should have 
been made at a later stage and related more closely to his employ- 
ment policy. Meanwhile, although there has been much sniping, 
the reader may have begun to wonder when the full campaign for 
the conquest of unemployment will begin. He must, however, 
restrain himself and read a rather sketchy chapter on the various 
problems of a socialist economy. Many who are far more favour- 
able to Socialism than Professor Morgan will be embarrassed by 
his claim that in such a State “the maintenance of full employ- 
ment is thus a piece of simple arithmetic for the planning auth- 
ority, and it is hardly likely that even the most inept bureaucracy 
would make a serious error here.” Subsequently in discussing 
the allocation of resources under Socialism, he shows more aware- 
ness of administrative problems, but he does not seem to reflect 
that similar difficulties may be-devil the Financial Plan. The 
danger that under Socialism the worker may not be allowed to 
choose his job is also rightly stressed, and the author might have 
added that direction is likely to result in much concealed unem- 
ployment. 

Finally, in the last thirty pages, Professor Morgan outlines the 
policy he himself would favour. His recommendations are on 
familiar Keynesian lines and need not be discussed. If the reader 
feels that some topics are scantily treated he should try to 
recall how much has been anticipated in the preceding 
chapters. 

This review has perhaps contained more blame than praise and 
it is therefore necessary to repeat that, in spite of the marginal 
defects mentioned above, Professor Morgan’s book is one of the 
most useful of its kind. For a volume of such modest size, it 


contains an extraordinary amount of information and one topic 
No. 231.—voL. LvIII. DD 


‘ particularly effective ”’ determinant of the 
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after another is discussed with admirable lucidity and sound 
judgment. If the terminology had been a little less Keynesian 
and if the arrangement of topics had been better, it would have 
been a first-class performance in the difficult art of exposition. 
T. Witson 
University College, 
Oxford. 


Finances comparées. By Henri LAUFENBURGER. (Paris: 
Recueil Sirey, 1947. Pp. 432.) 

Les Finances de 1939 4 1945. La France. By Henri Lavren- 
BURGER. (Paris: Librairie de Médicis, 1947. Pp. 185. 
180 fes.) 


In a book which reproduces the subject-matter of a course of 
lectures given in the University of Ziirich, Professor Laufenburger 
makes a comparative study of the financial systems, methods and 
policies of the United States, France, Great Britain, Switzerland. 
As its origin indicates it is a work of instruction rather than a 
work of scholarship, but as such it fulfils a useful function. In 
addition to the four countries just mentioned, which are enumer- 
ated on the title-page, the experience of a number of other 
countries is drawn upon in the discussion of particular aspects of 
financial policy or technique, e.g., Sweden in regard to cyclical 
budgeting, Germany, Holland and Belgium in other connections. 

Part I—The Budget and Budgetary Policy—deals with legal 
and politics] aspects of the budget, with the rdle of the ordinary 
and the extraordinary budget, and with the relation of the budget 
to planning and to the trade cycle. Part II—Fiscal Policy—deals 
with taxes on income, capital and expenditure, and with the 
political effects of taxation. Part I1J—The Policy of Public 
Credit—is concerned with the issue of public loans, the market for 
such loans, conditions of issue, rates of interest, etc., and finally 
with the amortisation of the national debt. 

Professor Laufenburger has brought together within the 
compass of a single moderate-sized volume an immense amount 
of information that is not otherwise readily accessible; though he 
covers so wide a field that a good deal of the treatment of individual 
topics is inevitably rather slight. He writes clearly, with a good 
style, and it is to be recorded, very much to his credit, that his 
book is provided with an index. 

In the second book under review we are given a concise 
statement of the development of French finances between 1939 and 
1945. The main account is preceded by an interesting comparison 
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between the very different financial methods employed in the war 
of 1914-18 and the war of 1939-45. Professor Laufenburger 
shows that though the economic position of France in 1939 was 
much less favourable than in 1914, the experience of the first war 
was not neglected, so that in 1939 there was an immediate mobilis- 
ation of the economic resources of the country on lines that were 
in general sound. But the enormous costs of occupation imposed 
by Germany compelled recourse to be had once more to inflation 
with all its evil effects. Taking the actual war period from 1939 
to the end of 1944, total expenditure amounted to about 2,000 
milliard francs of which barely one-third was met by taxation and 


' funded loans, the balance being financed by short-term borrowing 


and inflation. Looking forward from the middle of 1947 he 
concludes his study on a somewhat gloomy note : “ The increasing 
volume of public bills put into circulation and presented to the 
Central Bank of Issue for rediscounting, the fragment in francs for 
foreign assets requisitioned, the growing charge upon the Treasury 
of the nationalised industries : these are the breeding-grounds of 
inflation which are seriously threatening the economy three years 
after the liberation of France. Thus the war projects its shadow 
over the first years of the peace. The persistent deficit of the 
budget and the Treasury renders doubtful the financing of recon- 
struction and the carrying through of the expenditure, estimated 
at some 700 milliard francs of 1938 purchasing power, which 
represent the prolongation of the money costs of the war.” 
C. W. GUILLEBAUD 
St. John’s College, 
Cambridge. 


Il sistema tributario e le sue prospettivi. By Szereio STEVE. 
(Milan : Rizzoli Editor, 1947. Pp.159. 4001.) 


ProrressoR STeve’s excellent but unpretentious book is 
divided into two main parts. In the earlier part he gives an 
admirable survey of the nature and operation of the tax system 
of Italy as it had developed in the inter-war period, and as it was 
modified by the war and the post-war years down to the end of 
1946. In the second part he puts forward suggestions for the 
future reform of the tax system. What makes his book note- 
worthy is his very sensible and level-headed approach to the 
whole problem. Over and over again he insists that systems 
which may be appropriate for more developed capitalist countries, 
such as Great Britain and the United States, may be inappropriate 
for a poor country with a largely peasant population such as Italy, 
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and that considerations of what is administratively feasible must 
in many instances take precedence over considerations based on 
theoretical grounds. Thus he is in favour of the retention of 
“real” taxes on land and other forms of capital (i.e., taxes based 
on simple objective criteria), and of proportional taxes on income up 
to a fairly high level, after which progression might be introduced 
to deal with the relatively small numbers of those in the higher 
income brackets. It is again largely on administrative grounds 
that he dismisses as impracticable the introduction of taxes to be 
levied on inherited wealth in accordance with the well-known 
proposals of Professor Rignano. 

Professor Steve’s own positive suggestions for reform are 
simple and constructive, and would seem to be well adapted to the 
special characteristics of the Italian economy. His book can be 
recommended as a valuable contribution to an art that is all too 
little studied by modern economists—the art, in contrast to the 


science, of public finance. 
C. W. GUILLEBAUD 
St. John’s College, 


Cambridge. 


The Theory of Excess Profits Taxation. By M. H. Gopat. 
(Mysore: Bureau of Economic Research, 1947. Pp. xiv + 
391. Rs. 12.) 


Tuts book is of interest for two reasons. In the first place, 
it advocates at a time when high taxation and incentive are under 
examination that excess profits taxes should be a permanent 
feature of a country’s tax system. In the second place, it is of 
interest as showing the trend towards Socialism among the younger 
school of Indian economists. ‘‘ These pages,” the author tells us, 
“ offer one type of solution bridging the gulf between the de- 
caying nineteenth-century capitalism and the spreading twentieth 
Socialism, with the case of India always kept in view.” The book 
is divided into two parts. The first part discusses the theory of 
the tax and the second is descriptive. The second part consists 
of one chapter only, perhaps the best in the book, and deals with 
the excess profits tax in India. Owing to publication difficulties 
three chapters in part two on the British and American taxes and 
the experience of similar taxes elsewhere have been held over for 
early publication separately. The book is full of facts, perhaps 
too full, and this does not make for easy reading. Thus Chapter 
II on the theoretical basis of the tax has one hundred footnotes 
and over fifty quotations, mainly from Stamp, T. S. Adams and 
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Seligman. It is difficult in consequence always to see the wood 
for the trees. The book is disfigured by numerous misprints and 
one is pulled up with a jolt when “ Zeze”’ appears in the text 
for “ Jeze”’ and ‘‘ Mc-Ullock ” for ‘‘ McCulloch.” 

The author is in favour of a progressive excess profits tax in 
peace-time. In support of this view he says that ‘“‘In the excess 
profits tax the ethical purpose or the socialistic bias is more im- 
portant than the revenue factor’ (page 23). ‘‘ It cannot be argued 
that the so-called excess profits are an abnormal affair associated 
with a war and other emergencies ”’ (page 26). ‘‘ Public finance, 
especially taxation, is merely an instrument in achieving economic 
welfare which itself helps the realisation of social advantage. 
Consequently taxation is dominated by social objectives ”’ (p. 61). 
Exigencies of space will not permit a detailed analysis of these 
statements or of the suitability of an excess profits tax in times 
of peace. The withdrawal of the tax in India, in Great Britain 
and in the United States, to mention three instances only, should 
have put Dr. Gopal on his mettle. Asa war tax this high profits tax 
has been a striking success. It had that great characteristic of a 
good tax-productivity. In Great Britain in the Second World War 
it brought into the Exchequer over £2,600,000,000, and it was paid 
without excessive hardship, having cushions or relief provisions 
provided by law and by administrative regulations. It mopped 
up excess war profits whether these were measured in terms 
of an actual base, in Great Britain ordinarily the calendar year 
1935, or the calendar year 1936, or the average of the calendar 
years 1935 and 1937 or 1936 and 1937, or as a percentage of capi- 
tal invested in the business. It was complementary to price 
regulations and allayed any public indignation that might arise 
from private business profiting from the war. The student of 
tax technique who studies the British Finance Acts from 1939 
to 1946 and the administrative regulations, especially those deal- 
ing with the calculation of profits arising in a standard period 
or chargeable accounting period and the reliefs for terminal ex- 
penses, is struck with the tax’s efficiency and productivity. It 
is an excellent example of the principle of special ability. It laid 
a heavy load on extraordinary profits, while it spared those only 
moderately successful or in the developmental] stage. It may 
have been used on some occasions as an excuse for raising costs 
and prices, but there is no basis in price statistics for the view that 
it was generally shifted to consumers. From April 1, 1939, to 
March 31, 1940, the rate was 60% in the United Kingdom; from 
April 1, 1940, to December 31, 1945, 100% (including post-war 





400 THE ECONOMIC JOURNAL [SEPT, 


refund of 20%), and 60% from January 1 to December 31, 1946, 
Such heavy taxation of windfalls would not have been possible 
except in war. In the United States the excess profits tax was 
repealed for taxable years beginning after December 31, 1945, on 
four grounds : (1) it was considered to be a major obstacle in the 
way of reconversion and expansion of business; (2) one of the 
major purposes of the excess profits tax was to prevent profiteering. 
With the war ended, this reason for continuing the tax is removed; 
(3) the longer the excess profits tax is retained, the less the income 
of 1936-39 base period is a proper measure of excessive profits; 
and (4) the tax falls more lightly on well-established businesses, 
since many of them have invested capital which, although it was 
included in the credit used to determine the excess profits tax, 
ceased long ago to contribute towards earnings. New businesses 
without such credits based on inflated capital bases are thus 
penalised by the tax. 

A war profits tax does not wear well in peace-time. On April 
9, 1946, the Chancellor of the Exchequer said in the House of 
Commons in discontinuing the tax that it was a perfect tax for a 
short war “ but as the war period lengthens, and, still more, as 
we enter upon the post-war period, this tax works against incentive 
and against efficiency.”’ In its place a profits tax has come to 
stay. American writers before the war, notably Groves, Carl 
Shoup, Roy Blough, Mabel Newcomer and the Committee on 
Taxation of the Twentieth Century Fund, put forward the case 
for an excess profits tax in a modern industrial State. They 
realised the difficulties of defining what is ‘‘ excess.””’ The Com- 
mittee stated that “An excess profits tax is an indispensable 
part of any war-time revenue system. The possibility of war 
gives some reason for imposing such a tax, perhaps at low rates, 
even in peace-times, for it is very difficult to administer if im- 
provised.” They emphasise the principle of ability to pay in 
business taxation and the plausibility in imperfect competition 
of recapturing excessive awards. The Committee envisaged really 
a profits tax, but in certain circumstances high progressive rates 
where monopoly profits prevailed. In peace-time it is impossible 
to justify the high war-time rates which exaggerate all the defects 
of the tax. Moreover, invested capital cannot be safely measured 
on the basis of original investment or as a percentage of invested 
capital. 

A progressive excess profits tax on the lines suggested by the 
author will not work, even with all the safeguards for the fixing of 
an effective rate of tax for the various industries, region by region. 
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The burden of the tax will be too great. It will interfere with capi- 
tal formation in industry. The drawback to a completely rational 
mind is that it is apt to assume that what is flawless in logic is 
therefore practicable. In taxation one must realise the illogi- 
cality of facts and one must possess an instinct for what is possible, 
what Cavour calls the “tact des choses possibles.” ‘“ Very 
pretty,” Lord Milner used to say,‘ but it won’t work.” A straight 
profits tax like the British profits tax is to be preferred although 
here the danger exists of curtailing capital formation. The rate 
of tax is 25% on distributed profits and 10% on undistributed 
profits. No tax is payable where the profits do not exceed £2,000 
and an abatement is allowable equal to one-fifth of the amount of 
profits between £2,000 and £12,000 by which they fall short of 
£12,000. The tax is calculated on income-tax principles, subject 
to certain modifications, of which the most important are that 
interest on borrowed money is allowed as a deduction, investment 
income other than dividends and distributions of profit received 
from bodies corporate chargeable to profits are, with certain 
exceptions, included. The annual value of premises is not de- 
ducted. The proceeds of the tax are deducted from the liability 
under income tax where the companies are liable at the standard 
rate. Suppose a company makes a profit for the year of £50,000 
of which say £20,000 is distributed, the tax bill would be no less 
than £26,900.1 The total tax on undistributed profits at the 
present time is 503%. The effect on the ploughing back of profits 
isobvious. It is very undesirable to interfere with incentive when 
the most urgent problem facing the British economy next to that 
of the balance of payments is the necessity for capital formation. 
How is productive capital to be obtained. for industry unless 
by saving? Owing to high post-war taxation saving is not taking 
place in the middle and upper classes as formerly and the redistri- 
bution of purchasing power from the richer to the poorer classes 
means greater spending on increased consumption at the expense 
of saving. 
G. Frnptay SHiRRas 
Ballater. 


1 Profits tax at 25% on £20,000 distributed = £5,000; profits on remaining 
£30,000 at 10% = £3,000. Total profits tax, £8,000; profit liable to income tax, 
£50,000 less £8,000 = £42,000: income tax at 9s. in £ on £42,000 = £18,900. 
Total taxation of profits of £50,000 = £26,900. 
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Population Policy in Great Britain. By PEP. (London: PEP, 
1948. Pp. 230. 15s.) 


The Population of Britain. By Eva M. Huppack. (West 
Drayton: Penguin Books, 1947. Pp. 286. 2s. 6d.) 


Population Analysis. By T. Lynn Smitu. (New York and 
London: McGraw-Hill, 1948. Pp. xiii + 421. 27s.) 


Tue PEP report on Population Policy in Great Britain follows 
the well-established pattern of their other publications, and as 
usual it provides a very convenient source of information and 
ideas. It starts with a section describing the movements of 
population both in this country and in the world, and suggesting 
reasons for the fall in the size of the average ‘‘ Western ”’ family. 
On the basis of these facts the second section discusses the need 
for a population policy in this country (which is treated far too 
sketchily) and the principles which it should follow. Part three 
deals with the rdle which immigration and emigration might play 
in a balanced policy, and part four covers the health and eugenic 
aspects, including everything which comes under the broad 
heading ‘‘ making the most of population.’ Finally, part five 
bears the self-explanatory title “clearing the way for larger 
families.” 

The general philosophy underlying the book is one which will 
receive very general support. The size of a family is recognised 
as essentially a matter for the free decision of the parents them- 
selves, and indeed the community should help them to make their 
decisions effective, by providing instruction both on birth control 
and on the treatment of sterility. Since, however, the present 
social arrangements lead to fewer births than is considered desir- 
able from the point of view of the community, these arrangements 
should be reconsidered at all points where they are likely to affect 
parental decisions. This “‘ reconsideration ”’ should not, however, 
lead to the automatic adoption of any proposal which would raise 
the birth-rate : this factor would merely be counted as one argument 
in favour when the proposal is debated, and indeed a good case 
could be made out for all PEP’s proposals on general ‘‘ welfare ”’ 
grounds. Furthermore, it must emphatically not be assumed that 
population is only concerned with total numbers: quality factors 
may be even more important. The objective must be to devise 
arrangements under which parents’ free decisions will produce as 
nearly as possible the right number and the right kind of children. 

This problem of ‘“ quality ” is even more elusive than that of 
numbers, It is difficult to secure agreement either on the sorts of 
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parents we would like to have large families, or how we can, in fact, 
influence them. PEP quote (page 145) the evidence given by the 
Eugenic Society to the Royal Commission on Population on the 
subject. This listed five characteristics of “‘ desirable’ parents 
and then, in effect, said that a well-conceived general policy would 
automatically operate most effectively on just those couples who 
have these qualities. It may well be wise for us to act as though 
this comforting theory were correct, but it savours suspiciously of 
wishful thinking. 

One of the questions which clearly affects our faith in this new 
version of the hidden hand is whether the proposed policy will in 
fact ‘‘ clear the way for larger families” as effectively in the 
higher income groups as it does in the lower. PEP are very fully 
aware of this problem, and a most interesting table on page 188 
gives their estimates of the amounts which parents would consider 
it necessary to spend on one, two or three children, respectively, 
to give them standards in keeping with those enjoyed by a childless 
couple with certain gross incomes. Thus for a gross income of 
£500 the ‘‘ appropriate expenditure ” on three children is put at 
£198, and the effect of family allowances and tax rebates is to 
provide £90 of this, leaving the “ residual burden ”’ on the parents 
at £108, or about 25% of the childless couple’s net income. With 
a gross income of £750 the appropriate expenditure on three 
children is put at £349 and the residual burden at £251 (45% of the 
childless couple’s net income). 

This table needs to be interpreted with great care—as indeed 
the Report emphasises. There is no suggestion that parents will, 
in fact, spend as much as the table shows. If an unchanged gross 
income has to cover the needs of children as well as parents, it is 
clear that some parental outlays must be cut, and the amount 
spent on the children will probably be in keeping with the parents’ 
new level of consumption. The table may best be thought of as 
showing the amount of assistance which parents would need (tax 
free) in order fully to “ keep up” with the childless couple, and 
how far this exceeds the assistance which they now get. 

If it were really necessary for a policy to achieve anything like 
a complete maintenance of parents’ own expenditure at the 
“childless” level, then these figures would condemn PEP’s 
proposals (e.g., children’s tax rebates proportional to income) as 
hopelessly inadequate for any but low incomes. Fortunately for 
the future of our race, however, the real problem is not so exacting. 
Parents do not expect full maintenance of their own standards, and 
the childless couple is not the normal standard of comparison. 
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The real problem is the relative position of parents with (say) four 
children as against those with the conventional two; PEP’s table 
would have been more helpful if it had started from this basis, and 
aimed at bringing out the residual burden (on the first two children 
as well as the parents) entailed in having two more children. 
Moreover, such a table might have led to rather different proposals. 
To put it very crudely, the tax payable by a childless couple sets a 
limit to the assistance which can be given to parents in this way, 
and it is a mistake to expend it too generously in relieving them 
of the burden of the first two children (which is borne quite 
readily) and leave nothing, in many cases, to relieve the additional 
burden caused by the fourth. 

PEP wrestle rather uneasily with the familiar problem of 
housing in relation to family needs. They show up very clearly 
the dangers of using subsidies to municipal tenants as a means of 
redistributing the national income, so long as the majority of 
houses are privately owned, and largely occupied by families with 
just as good a claim to rent rebates as the municipal tenants. 
They rather obstinately fight shy of the conclusion that (at least 
in normal times) the “housing” problem of large families is 
simply an “‘ income” problem, in the same way as its food or 
clothing problems, and should be met by family allowances and the 
like. Their attempt to devise a universal system of rent subsidies 
as “‘ part of the service designed to adjust family income to family 
needs ”’ (p. 205) is discreetly left undeveloped with the traditional 
escape clause about details being outside the scope of a population 
report (p. 206); one may perhaps conjecture that some at least of 
the authors shared the reviewer’s opinion about its “ practicability 
in details.” 

Mrs. Hubback’s well-written book covers so much of the same 
ground as the PEP report, and has so similar a philosophy, that a 
lengthy description of it would justifiably incur the displeasure of 
an editor faced with shortage of space. It is particularly good 
in its discussion of the reasons for the declining size of families, 
which it treats at greater length than PEP, and it has a useful 
chapter on population policies in other countries; the biblio- 
graphy at the end is also a helpful feature. The main criticism 
(which should not be taken too seriously) are that the possible 
measures of assistance to parenthood seem to get rather too 
indiscriminate a blessing with no attempt to assess their cost; and 
that the evil consequences of population decline receive rather too 
much emphasis, e.g., we are rightly warned that a moderate 
decline will save little money on teachers’ salaries, because classes 
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will simply be reduced in size, but there is no reference to the 
resultant improvement in education. 

_ Mr. Lynn Smith firmly defines his field as the analysis of the 
facts about population, and eschews the wider field of population 
“problems.” For anyone who is concerned with the American 
data and how it is obtained the book is admirable. One particu- . 
larly welcome feature is the way in which information from 
different sources is brought together and used to make a more 
coherent picture. The Department of Agriculture, in particular, 
has collected a lot of most useful information which can be used 
to supplement the ordinary sources of population statistics. 

An English reader cannot help being struck both with the 
differences and the similarities in the type of information available. 
Thus it is rather a shock to find that there are no American 
statistics of the crude birth-rate before 1915 which are good 
enough even to include in the chart on page 224; on the other 
hand, the data about internal migration arouse a certain amount of 
envy. The American demographers have been at pains to provide 
an analysis by race for most of their data, and also lay great 
stress on the urban-rural classification. Mr. Smith makes very 
cogent criticisms of the snags inherent in this last split, and 
emphasises the deceptive nature of the title “‘ rural non-farm,” 
which largely covers the suburbs of towns which have spread 
beyond their legal boundaries. Rather surprisingly, there is no 
reference to the problem of defining “‘ white’ and “ coloured,” 
where one would expect rather analogous difficulties. 


W. B. Reppaway 
Clare College, 
Cambridge. 


Europe’s Population in the Inter-War Years. By Dupiey Kirk. 
(League of Nations (London : Allan and Unwin), 1946. Pp. 
xii + 307. Paper 15s., cloth 17s. 6d.) 


Tuts is the last and most general volume of a series of four on 
European demography which have been prepared for the League 
of Nations by the Office of Population Research at Princeton 
University. Dr. Kirk originally planned to produce a demo- 
graphic atlas of Europe with a descriptive text, but as the work 
progressed the emphasis changed until in the words of the preface 
it became “an analytic discussion of European demographic 
conditions illustrated by maps and charts.” 

Such a discussion is made difficult on account of lack of com- 
parability between the statistics of different countries, but al- 
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though data are collected in different ways and definitions vary 
so that detailed comparisons become impracticable it is legitimate 
to compare broad demographic trends in different European 
states. Dr. Kirk has set out to do this. He has collected to- 
gether information about the size of the population and its density, 
about births, deaths and reproductivity, about migration both 
international and internal, social and economic structure, languages 
spoken and ethnic origin. Each of these topics is discussed in 
one or more chapters of the book. Dr. Kirk has wisely decided 
to present the bulk of his material by means of maps and charts 
from which the main differences can be seen at a glance, and to 
relegate the detailed figures to the appendixes. 

Two subjects may be singled out for special comment: the 
balance of births and deaths and migration. Dr. Kirk presents 
maps showing the gross and net reproduction rates of Europe, 
not only for different states, but for minor divisions within states. 
The use of reproduction rates as a measure of replacement has 
recently been severely criticised, and it is doubtful whether 
small differences in net reproduction rates, when these are cal- 
culated at one point of time, have any meaning, since these rates 
are influenced by the previous course of mortality, nuptiality, 
migration and similar factors. It is difficult to know, for instance, 
what importance to attach to the fact that the net reproduction 
rate of the Banat district of Rumania and the southern parts of 
Hungary was below unity at about 1930. It would certainly be 
unsafe to deduce from these figures that there were real differ- 
ences in fertility between these districts and other parts of these 
countries in which the reproduction rates happened to be above 
replacement level at the time. 

Dr. Kirk also accepts rather uncritically the view that there 
has been a real increase in German fertility in the period subse- 
quent to 1933. There is still a good deal of disagreement on 
this point, and some evidence has recently been presented which 
tends to show that the size of completed families did not change 
much after the Nazis came to power. 

The implications of the figures on future population trends 
are only lightly touched upon as the subject has been discussed in 
greater detail in a companion volume of this series under the 
editorship of Professor Notestein. With the main conclusion 
that the balance of population will shift in favour of Eastern 
European countries there can be little disagreement, but it would 
have been interesting to have Dr. Kirk’s views about the more 
detailed projections made by Professor Notestein and his col- 
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leagues in the light of post-war birth statistics. But the present 
is admittedly a very bad time for making projections of future 
populations, and Dr. Kirk’s reticence on this subject is probably 
due to very proper caution. 

As far as migration is concerned, it is notoriously difficult to 
obtain and interpret adequate statistics, but Dr. Kirk has made 
good use of his material. He makes statistics of aliens and 
naturalised citizens do service for estimating international migra- 
tion within Europe and summarises a good deal of material which 
it has been difficult to obtain hitherto. 

The points commented upon, are, however, merely points of 
detail. It is impossible to do justice to the mass of factual in- 
formation and informed comment in the book. Geographers, 
economists and sociologists will find in it the basic material for 
a study of the human resources of European countries in the 
twenty years preceding the Second World War. They will owe a 
debt of gratitude to Dr. Kirk for his industry and skill in pre- 
sentation. The book comes up to the high standard that one 
has come to expect from the previous volumes in this series. 


E.. GREBENIK 
London School of Economics. 


Studies in the Theory of Welfare Economics. By MELVIN WARREN 
REDER. (New York: Columbia University Press (London : 
Geoffrey Cumberlege), 1947. Pp. 208. 16s.) 


This book contains three studies, not very closely connected by 
a common reference to welfare. The first and fullest takes wel- 
fare itself as its subject: examining the concept of economic 
welfare, setting out the conditions for its maximisation, and 
geing on to develop some possible consequences of monopoly, 
ignorance and uncertainty. The second study is of dynamics. 
It sketches the framework of a general dynamic theory, and 
applies this treatment more particularly to a dynamic theory of 
monopolistic competition and of the demand for money. The 
last chapter here provides the link with welfare, by developing 
the thought that in selecting the course to maximise welfare we 
must consider not only which state of affairs will be best when we 
get there, but also how we shall fare while we are on the way. 
The third study, less abstract than the others, takes up some 
problems of the finance of full employment and of the margin of 
unemployment which must remain if inflation is to be avoided. 
The application to welfare here is through consideration of the 
gain from getting idle factors to work and the loss from checking 











408 THE ECONOMIO JOURNAL [SEPT. 


adjustments towards the optimum allocation. In general, the 
book is valuable in providing a critical survey of the last ten 
years’ work in some branches of theory. 

The treatment of welfare raises some difficulty. Professor 
Reder sets out, I think, to deal only with a welfare which for any 
one person is capable of representation by an indifference surface, 
but which is incommensurable between persons. He does not go 
into the possibility that practical judgments implying com- 
mensurability may be made with some confidence when, as 
Marshall says, “‘ we are able to consider the actions and the 
motives of large groups of people ” (Principles I, II, 2). But he 
does gain himself the right to consider at least some propositions 
about social welfare, by adopting the Compensation Principle. 
So long as we stick to incommensurability, however, this principle 
entitles us only to say that if those who gain by a change can 
compensate those who lose by it, and still have something over, 
welfare will be increased by the joint outcome of change and 
compensation taken together; but if the change alone is made, 
the fact that compensation would be possible does not entitle us 
to infer that welfare has been increased, so long as compensation 
has not, in fact, been carried out. But this limitation really 
prevents us, I think, from defining an optimum at all. For if 
-any change intended to adjust an actual state of affairs towards 
the optimum—for example, the shift of a factor from where its 
value product is low to where it will be high—brings a loss to 
someone as well as gains to others, we can say that it has increased 
welfare only if it is accompanied by compensation : so whether we 
are at the optimum or not depends on where we started from and 
what taxes and bounties are being paid. Professor Reder, I 
think, accepts the above limitation at the outset (pp. 17-18), but 
later he says he has actually been working on the assumption that 
a change which would allow of compensation with something 
over, increases welfare per se: though with the awkward re- 
servation that ‘‘ an economist may reject a proposed reorgan- 
isation that increases welfare, on the ground that he disapproves 
of its effects on distribution ” (p. 94). 

Most of this work is highly abstract. It is a virtue of ab- 
straction that it does enable one to pursue an argument rigorously 
and bring out the many assumptions that underlie a seemingly 
simple position. Professor Reder’s work has this virtue; his 
wording is exact and his reasoning pertinacious. These qualities 
are present both when he is working over established positions, 
and when he develops new suggestions of his own. Among the 
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latter, his dynamic treatment of the long-run supply curve (X, iii) 
and of monopolistic competition (XI) struck me as specially 


interesting. 
E. H. PHetps Brown 
London School of Economics. 


Welfare and Planning in the- West Indies. By T. 8S. Smmey. 
(Oxford : Clarendon Press, 1946. Pp. xi + 267. 165s.) 


Tue British West Indies have been in the limelight during 
recent years because of the economic and social problems of their 
peoples, constitutional evolution towards self-government, stra- 
tegic value, proposals for federation and demands, including 
those made at the Pan-American Conference at Bogota, 1948, 
for ending colonial status throughout the Americas, These issues 
call for informed consideration, and Professor Simey’s book 
should be read by those interested especially in economic and 
social aspects of West Indian affairs. 

Here is a picture of poverty, political aspirations and social 
tensions aggravated by clash of colour. Poverty is often so acute 


-as to make social planning extremely difficult, becauses resources 


are lacking to provide for good education, housing and health 
services. Yet the poverty is not due, as many believe, to ex- 
ploitation, though this is not absent, but is caused by large popu- 
lations in relation to insufficient resources and by low production 
per worker. With opportunities for emigration limited to only a 
small part of the annual growth of population, the possibilities 
of early substantial increases in standards of living are not great, 
and the problem is essentially Malthusian. 

Agriculture is the key to economic life and standards of living 
in the West Indies, and there is need for better methods of farming, 
and also co-operation, especially as peasant farming is much less 
productive than large-scale cultivation. Welfare schemes should 
be directed primarily towards increasing the necessaries of life 
—food, clothing and shelter—rather than to cultural aspects of 
life, and education in rural areas should have a strong agricultural 
bias. The main need is for more production as the essential 
basis for welfare. Urban areas are congested, but there seems 
little likelihood of many town dwellers returning to rural life, 
and therefore industries and the tourist trade must be developed. 
Industry is, however, faced with the difficulty that though there 
are many workers, labour costs are high, the workers preferring, 
perhaps as a result of the climate, ill-health and poor nutrition, 
to work short hours and to have more leisure rather than more 
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material goods. Many workers do not choose to work a full 
week, but only enough to gain their low customary standard of 
life. 

The West Indian is born into a society where colour is an 
unavoidable influence in everyone’s life, where a light colour has 
social prestige and is an economic asset, and where, though there 
is no legal racial discrimination, “‘ white ” and “ light ” are often 
synonyms for “ better.” This generates feelings of frustration 
among many coloured people, and develops tendencies towards 
aggressive resentments, hyper-sensitiveness and spasmodic unrest. 
Racial difficulties are aggravated by the “ poor-white ” problem, 
while middle-class negroes tend to be isolated both from the white 
community and from the masses of their own people, of whom 
they are sometimes highly critical, Many consider they have 
grievances because of past wrongs done to the negro race, and 
this increases the stresses between the races, while often a racial 
twist is given to problems which are fundamentally economic. 
But the linking of slavery with race is in some ways unsound, for, 
as Professor Simey points out, the exploitation of negro slaves 
did not differ fundamentally from the exploitation of feudal serfs 
in Europe by masters who were of the same colour as the serfs. 
However, notwithstanding all their difficulties, Professor Simey 
claims that West Indians have reached a practical day-to-day 
solution of the problem of race which is better than in most other 
places. They have built a social life of remarkable vitality, and 
their success in the professions and in forming a middle class in- 
dicates powers of development and the possession of qualities 
adequate to meet the demands of civilised living in the twentieth 
century. 

The promotion of social welfare and the establishment of 
healthy democracies in the West Indies can only be based, as Sir 
Frank Stockdale emphasised in one of his Reports quoted by the 
author, on self-help, self-respect and self-determination. There 
can be no question of using the Colonial Development and Welfare 
Acts for pre-frabicating a new heaven in Whitehall and imposing 
it on the colonies. The finances under the Acts would be quite 
inadequate for grandiose schemes, and the method now being 
applied is the right one of working on the basis of long-term plans 
prepared and mainly financed by each colonial government, but 
with grants-in-aid, guidance and advice from the Colonial Office. 
Professor Simey is critical of Colonial Development and Welfare 
work in the West Indies on grounds of delays, diffusion of respon- 
sibility and unwieldy machinery, but he does not allow sufficiently 
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for war-time difficulties, particularly shortages of equipment and 
technical personnel, nor for the determination of the British 
Government that the political rights and responsibilities of the 
colonial peoples should not be undermined. His suggestion that 
a single government agency should be responsible for planning 
development and welfare would become practicable if West Indian 
Federation is achieved, but then as now progress must depend 
upon the efforts of the people themselves blended with stimulus and 
direction of a small number of carefully selected specialists and 
officials from outside, and encouragement for private enterprise to 
participate. 

The task of Britain and of the West Indian peoples is that of a 
partnership for promoting greater efficiency in the administrative 
services and in economic life, and for fostering an evolution to- 
wards greater political responsibility in the West Indies. Professor 
Simey’s book gives a thoughful and stimulating survey of these 
issues. 


J. Henry RicHARDSON 
Leeds. 


Investment, Location and Size of Plant. By P.SarGant FLORENCE, 
assisted by W. Batpamus. (Cambridge University Press, 
1948. Pp. xili+ 211. 18s.) 


Tus is a weighty book, clearly the result of some years of 
painstaking research into census of production statistics, both for 
this country and the U.S.A. Professor Florence sets out to deter- 
mine what relationships in fact exist between the “ prevailing ” 
size of plant in different industries and, first, the pattern of loca- 
tion, and, second, the intensity of investment in those industries. 
After elaborate, and often highly ingenious, analysis of the avail- 
able data, Professor Florence finds that the relationships between 
these characteristics, though extremely complex, can be stated in 
terms of tendencies and associations. 

The basic concept used by Professor Florence is that of a 
“ prevailing ”’ size of plant inanyindustry. This is defined (with 
minor variations) as the size-class of plant in which half or more of 
the persons in an industry are employed. Thus, the bread in- 
dustry, for example, has a “small” prevailing size of plant, 
cotton spinning is “‘ medium ”’ and electrical machinery “ large ”’ ; 
there are also “ smallish,” ‘“‘ largish,” ‘‘ bias towards smz iler size ” 
and “ bias towards larger size ’’ industries, while some industries 
have no prevalent size of plant. These distinctions are useful 


ones for purposes of broad comparisons between industries. 
No. 231.—vo.. LVIm. EE 











412 THE ECONOMIC JOURNAL [SEPT, 


In order to measure the pattern of location, the author has 
devised an index of localisation, which ineasures the local con- 
centration of any given industry compared with the distribution 
of industries as a whole. These indexes were computed for 130 
British industries and the degree of association with the 3 main 
“prevalent” sizes of plant (small or “smallish,” medium, and 
large or “‘ largish’’) computed. Professor Florence finds that the 
most highly localised industries tend to have medium-sized 
plants, whereas industries with the largest-sized plants were only 
moderately localised; this he explains by the development of 
highly localised production centres of plants (including medium- 
sized specialists), which yield ‘‘ much of the economies of juxta- 
position provided eminently within a large plant.”’ 

The latter half of the book is concerned with the relationship 
between prevalent size and intensity of investment, as measured 
by horse-power capacity in use per operative. The horse-power 
figure is, of course, an imperfect measure of investment. In 
some cases it may be most misleading, e.g., if new investment is 
taking place in buildings, or in plant requiring little or no change 
in total horse-power. Professor Florence states that there is 
“little doubt that machinery (and power-driven machinery at 
that) is .. . the most important subdivision ”’ of capital investment. 
This is not at all so self-evident, especially if one remembers that 
in a recent American analysis, the value of land, buildings and 
fixtures exceeded the value of machinery and tools by some 35%. 
(C. A. Bliss, The Structure of Manufacturing Production; the 
figures relate to the 1928 Massachusetts Census of Manufactures 
and are, of course, only book values.) 

Professor Florence does, however, find some general degree of 
association between his horse-power index and the “ prevalent ” 
size of plant in different industries. Taking assembly industries 
only, there is a general positive association between the two 
characteristics, while a similar association also emerged for other 
industries after allowance was made for industries with plants 
“‘ rooted ”’ to particular materials or “ tied ’’ to particular markets, 
and for the fact that in some industries the higher physical weight 
of materials handled per worker necessitates relatively more 
horse-power per operative than in other industries. 

The importance of these generalisations depends essentially on 
the validity of such inter-industry comparisons. Can we usefully 
treat industries as homogeneously “large-plant”’ or “ small- 
plant ” industries? Clearly, even if half the employment in an 
industry can be found in establishments each employing 1,000 
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persons or more (Professor Florence’s definition of an industry 
with “large ” prevailing size of plant), there may well be plenty 
of scope for small or medium-sized firms, especially if the industry 
is an expanding one. The relative rates of development of plants 
(or firms) of different sizes depend on quite other considerations 
(e.g., profitability), and these must be investigated primarily by 
comparisons between plants (or firms) of different sizes within each 
of a wide range of industries. 

This view seems to be confirmed by a short Appendix to this 
book by Dr. W. Baldamus, who also assisted Professor Florence 
on the analysis of the census material. Dr. Baldamus gives 
curves for horse-power per wage-earner in selected U.S. industries 
for 1929, distinguishing each size-class within each industry. He 
finds that there are three major types of continuous curves : 
those falling from left to right, those rising, and those falling and 
then rising. None of these relationships between different sizes 
of plant can, he concludes, be explained by Professor Florence’s 
desiderata. The inclusion in this book of views so opposed to 
his own says much for Professor Florence’s scientific approach to 
his problem, and the truth seems to be that both methods of 
approach are necessary for a proper appreciation of all the relevant 
factors. 

Professor Florence’s broad conclusions must therefore be taken 
with these qualifications in mind. For example, he correctly points 
out that increased mechanisation tends to lead to large-scale opera- 
tions and to monopoly. He discusses various remedies, but since 
(he argues) large-scale operation and efficient operation normally 
go together (p. 150), he advocates a policy of public control. 
While one may agree with his conclusion, it is doubtful whether 
Professor Florence’s method by itself can support it, since (as 
mentioned above) quite a different method is required to relate 
size of plant and efficiency. 

There are various statistical points discussed in the course of 
the general argument which do not seem quite right. The dis- 
cussion of the increase in the number of managerial staff in relation 
to the (manual) workers (pp. 142-3) is based on the Census of 
Production figures for ‘‘ administrative, technical and clerical 


staff’ and “‘ operatives.” This is dangerous. For example, the 
high proportion of administrative, etc., staff to operatives in the 
Oil and Tallow Trade (64%), quoted by Professor Florence, is not 
due to factories teeming with supervisors, but to the large number 
of outside salesmen employed by the firms in this trade. A 
rather more interesting example, perhaps, is the suggestion that 
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“the homogeneity of a Census industry is suspect if the intensity 
of investment varies according to any regular and steep curve 
over the various sizes of plant within the industry” (p. 157). 
This implies that the technical methods, layout of plant, etc., of 
both small and large plants in the same industry must invariably 
be similar. While this, again, may be very broadly true, as a 
proposition of general scientific validity it seems extremely doubt- 
ful; in any case, the definition of an “‘ industry ” must surely be 
in terms of products and not of the degree of mechanisation of 
processes. 

The list of industries (p. 54) for which Professor Florence has 
calculated export proportions is given in terms of the proportion 
of production exported in 1907! This is rather quaint, since 1935 
or 1937 data are available for all of them, and even if the object 
was to show how certain industries depended on exports in the 
“‘ heyday ” of the export trade, it is still essential for present-day 
location policy (especially for diversification of industry) to exam- 
ine recent trends in the relation of localisation and the proportion 
of production exported. 

There are some useful Appendices, including some comparisons 
with U.S. industries, while the body of the book abounds in a great 
variety of statistical data, which will be of great use to the research 
worker in this field, as well as discussions of various aspects of 
public policy which will interest the more general reader. 

A. MAIzELs 
London. 


The Shops of Britain. By Hermann Levy. (London: Kegan 
Paul, Trench, Trubner, 1948. Pp. 246, 21s.) 


In a field as barren of economic fact and thought as the dis- 
tributive trades in Great Britain, any book throwing some light 
on the subject is an event and a further volume from Professor 
Levy is particularly to be welcomed. One of the reasons for the 
relative absence of economic studies of distribution has been the 
lack of detailed information and of a statistical framework—which 
will not be available until the results of the forthcoming Census of 
Distribution are published—and anyone writing at length on 
this subject runs the risk of discussing problems without evidence 
or perspective. As was to be expected, Professor Levy by ex- 
tensive research work has for the most part avoided this danger. 
Drawing on innumerable trade journals, government reports, 
technical books, reports of trade associations and in particular 
on the excellent series of 35 articles in the Manchester Guardian 
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Commercial, 1938-39, Professor Levy has given us very useful 
accounts of more than a dozen of the main retail distributive 
trades followed by a more general discussion of margins, labour 
and costs. The slips of this uncharted field which appear to 
have been made, for example, the implication that the average 
pre-war turnover of tobacconists was £12,000 per annum (p. 36) 
and of grocers, £20,000 per annum (p. 70) when £2,000 and £4,500 
respectively would have been happier estimates, the surprising 
suggestion that multiple confectioners were responsible for 25% of 
turnover of this trade (p. 71) when one-half that figure would 
appear to be the upper limit and the discussion of the 5% increase 
in the number of newsagents between 1914 and 1938 (p. 76) with- 
out considering the approximately 25% increase in newspaper 
sales, have arisen from a too uncritical acceptance of the various 
sources, although these are, somewhat irritatingly, referred to 
as “careful,” ‘‘ competent ” and “ authoritative.” These and 
other minor errors do not, however, detract from the value of the 
descriptive sections of the book, though a plea can be made for 
the checking and re-checking of all factual statements regarding 
distribution which has already suffered more than its share of 
inaccurate estimates and misrepresentation. 

In the second part of the book, Professor Levy discusses the 
tentative conclusions which can be drawn from his survey of 
distributive trends and various policies for cutting down cost and 
waste of manpower and resources in distribution. The main 
theme of the conclusions—having given the very apposite warning 
that “the first general conclusion is that there cannot be any 
general conclusion ’”—is that in the distributive trades, as con- 
trasted to the trend in production, the small unit for sound eco- 
nomic and sociological reasons survives and plays a vital role in 
these trades. This theme, developed with a wealth of example 
and illustrations showing the varied incidence of the many reasons 
in different trades, is a salutory warning to those who would tidy 
up retail distribution into shopping centres or large units, or who 
hope to reduce distribution economics to a few simple formule. 
But on reflection, as the spell of Professor Levy’s detail wears off, 
one begins to question thistheme. Will the economic historian of 
the future, writing of distribution in the last thirty years attach 
more significance to the survival of the small unit than to the 
growth of the large independent unit and of multiple, department- 
store and co-operative trading? Some of these doubts arise 
from the use of quantitative—numbers of shops—rather than 
qualitative—turnover—data. Professor Levy stresses the point 
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that a discussion of turnover figures, if available, is the more 
fruitful approach but it is unfortunate that where material does 
exist it has not always been used. For example, some play is 
made of the 63,000 producer-retailers in milk distribution, but no 
reference is made to the fact that 10% of these farmers do over 50% 
of the sales of this group. Other doubts arise from the uneven 
discussion of multiple, co-operative and department-store trading. 
Multiple and chain-store trading receives only cursory and scat- 
tered treatment and, while this is mainly a question of emphasis, 
should not the reasons for the varying rates of growth of multiple, 
co-operative and department-store trading in different trades and 
estimates of future trends receive as much consideration as the 
reasons for survival of the small unit? Though, as Professor 
Levy very shrewdly points out, the growth of financial integra- 
tion in retailing by no means lessens the multiplicity in retailing, 
with which he is chiefly concerned, nor does it lead automatically 
to reduced costs and greater efficiency. 

The suggestions as to what can be done to reduce costs or 
improve the malorganisation of distribution, are well argued and 
worthy of detailed study by all concerned with distribution. A 
summary would hardly do them justice, but the central idea is 
improvement in technique and efficiency by an adroit combination 
of increased competition in some trades and closer co-operation 
in others, and the rejection of State or trade-association regulation 
or restriction of retail trade. Trade-association practices pro- 
bably receive more than their full share of blame for present 
mal-organisation and the “cleansing influence’’ of competition 
would appear to be overstated, but we can all be grateful to 
Professor Levy for interesting and suggestive ideas in a dark 


corner of our knowledge. 
J. B. JEFFERYS 


National Institute of Economic 
and Social Research, London. 


The Board of Directors and Business Management. By ME.vIN T. 
CorpELAND and ANDREW R. Town. (Harvard University 
Press, 1947. Pp. xii + 202. $3.25.) 


Ir is one of the oddities of economic literature that almost 
nothing, in England at least, has been written at University level 
on the modern joint-stock company, and still less on its directors. 
And yet the board of directors of a joint-stock company appears 
for 90% of British industry to be the present-day successor of 
the owner-manager entrepreneur. Books must therefore be 
welcomed that study objectively the position and behaviour of 
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the modern company director, even though such books deal with 
the somewhat different situation in the American corporation. 

Both Professor Melvin Copeland and Professor Towl have 
helped in previous studies of the American director and this work 
is chiefly a case-book of the actual behaviour of directors (usually 
left anonymous) in specified circumstances. The circumstances 
are grouped chapter by chapter according to the chief functions of 
directors, which the authors take to be the selection of executives, 
policy making, checking up on results and “ asking discerning 
questions.” Further cases are grouped as “ unpleasant tasks ” and 
as correcting misconceptions such as that directors should be 
appointed as big names (American for guinea-pig ?), as experts or 
as “ business getters.”” The book concludes with cases illustrating 
incentives for serving as a director, problems of selecting directors, 
and ‘‘some questions which a director may well ask himself” 
before accepting a directorship and while serving as a director. 

The cases quoted often end rather abruptly and it would help 
the reader if more actual names could be divulged so that the 
context of the case could be followed up from other sources. 
Nevertheless a useful picture emerges of the functions of a director 
in relation to the management, though not in relation to the share- 
holder. This is no more than the title leads us to expect, but an 
interesting distinction might have been drawn between directors 
put in by the chief stock-holders and directors with hands more 
free. With little or no reference to the legal share-holding “‘ pro- 
prietor,”’ the impression left on the reader is that the managerial 
revolution is already accomplished. In the very second chapter 
(p. 15) indeed, it is assumed that ‘“ separation of ownership from 
management is brought about, sooner or later, by the passing of 
the executive-owner and the distribution of his estate to his heirs 
when close ownership of the stock of the corporation often becomes 
a disruptive rather than a cohesive force.”” Management once in 
the saddle, control is mainly a question of the relative ability of 
single directors (in particular the chairman), of the Board as a 
whole, or of the ‘“‘ president ’—the nearest English equivalent to 
whom is perhaps the managing director. The cases stress the 
need of whoever is in control securing stability for enterprise in a 
changing world by ruthless efficiency, yet also by enlisting the 
agreement and active participation of the executives in discussion, 
before a policy is settled. 

For efficiency in the face of changing technique and changing 
demands, these cases form a model cautionary guide for admini- 
strative practice in large-scale organisations, whether they are 
joint-stock companies or nationalised undertakings. The civil 
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servant turned captain of industry might well permit himself the 


necessary dollars to import this work. 
P. SARGANT FLORENCE 


The University of Birmingham. 


The American Individual Enterprise System. By THE Eco- 
NOMIC PRINCIPLES COMMISSION OF THE (U.S.) Nationa, 
ASSOCIATION OF MANUFACTURERS. (New York and London: 
McGraw-Hill Book Company, Inc., 1946. 2 volumes: pp. 
xiii + 587; v + 532. $10.00 or 50s.) 


Tuts is a most disheartening book. The preface promises a 
discussion of ‘‘ the nature, operation, achievement, criticism and 
major problems of the American enterprise system.” A cogent 
and objective analysis of the case for private enterprise, as it is 
found in North America, would have had a considerable topical 
attraction, particularly at a time when many who stand to gain 
so much from trans-Atlantic achievements in production profess 
their scorn for the driving principle of that remarkable economy. 
The American Individual Enterprise System unfortunately presents 
the arguments for capitalist democracy of the Western type in 
the most vulnerable and least reflective form. These two long 
volumes contain a few historical sketches, occasional brief and very 
elementary descriptive passages and some discussion of contem- 
porary American economic problems of varying degrees of im- 
portance. But most of the space is taken up with an expression, 
at inordinate length, of the political and economic creed of the 
(American) National Association of Manufacturers. 

The thirteen “top-flight ’ executives, three corporation 
economists, three professors of economics and one each of 
law and public finance who constitute the Economic Principles 
Commission seek to rehabilitate and adorn the thesis that the 
maximum satisfaction of cohsumers’ desires is achieved through 
free competition between privately owned businesses. The 
functions of Government are confined to holding the ring—to 
maintaining “that environment which makes possible and en- 
courages sound business policies ” (p. 863). Neither interference 
to sustain demand nor intervention in support of prices should be 
tolerated. On page 986, a return to the gold coinage is urged as 
part of a programme for America’s future on the ground that 
paper convertible into bullion is a rich man’s standard! Earlier 
(Chapter V) some fine crusted opinions are to be found on trade 
unions, few of the quotations being dated later than 1929—a 
significant year. 

Suitably qualified, the case for free private enterprise is 
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strong and an impressive body of professional opinion can 
be mustered in support. But, as presented in this book, the 
argument is not qualified at all. ‘The basic distinguishing 
feature of competition,” first stated on page 592 (Vol. II), “‘is 
whether there are at least two suppliers of a market who make 
independent decisions on the prices and conditions at which they 
will offer their goods or services.”’ The discussion of imperfect 
and monopolist competition begun by Mrs. Robinson and Pro- 
fessor E. H. Chamberlin and the highly significant enquiries by 
Professor A. R. Burns into the circumstances of the decline of 
competition in American industry have swept over our authors 
and left their economic theory untouched. We are given the new 
political economy of a century ago, at its most abstract, done all 
over again in 400,000 words. 

The simple theme cannot bear so voluminous a treatment. 
The sequence of the argument is interrupted and frequently 
obscured. Long before the end of Volume I (587 pages) the reader 
is bored—bored with interminable repetition, bored with the 
insistence on the obvious, bored with confusion, bored above all 
with the constant exercise of supplying the significant circum- 
stances and events which raise so inconveniently the issues the 
authors are disregarding. 

This is not to say that the Commission do not occasionally 
urge a point worth making. The political and economic ideas of 
John Locke and Adam Smith certainly deserve re-examination 
and the industrious student of business opinion should not be 
discouraged from pursuing his quarry through these endless 
pages. But nothing is said here that has not been better put 
elsewhere. Teamwork, as the Commission should have been the 
first to recognise, is no substitute for the enterprise of an editor 
and this panegyric on individualism suffers badly indeed from its 
collective authorship. 

An impartial enquirer, looking back over the industrial history 
of the last fifty years, particularly that of America, is surely 
justified in considering that fluctuations in output and income 
constitute a problem at least as important as the achievements of 
capitalism in promoting the growth of wealth. Our authors 
furnish a mass of statistics purporting to illustrate the latter— 
increase in sales and reduction of prices of such articles as motor 
cars, radios, refrigerators and the like; but very little is said 
about the disastrous sequences of boom and slump which have 
occurred so regularly throughout that time. Chapter XVI on 
“ Business Fluctuations ” (twenty pages only, almost the shortest 
in the book) lists four causes of the cycle—misuse or over-extension 
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of credit ; natural disasters; broad disturbances of either economic 
or military character; and the acts and policies of the Government. 
Both the slump of 1929-30 and the persistence of the subsequent 
depression are attributed in large part to misguided Government 
policy. Nowhere is there any recognition of the possibility, or 
consequences, of a general failure of private and business demand 
resulting in a net reduction in total outlay. The work of Lord 
Keynes and the general body of theory associated with his name 
is not mentioned until page 921 when, in the chapter on Govern- 
ment Spending (XVIII), the theory of the multiplier comes in 
for some really elementary criticism. The Economic Principles 
Commission is ready to advise private businesses to adjust their 
investment policies as an off-set to cyclical fluctuations; but they 
reject deficit spending by Government outright as “a direct 
threat not only to the system of individual enterprise itself but 
to our political democracy as well ” (p. 963). 

Fearful of totalitarianism, the authors attack the extension of 
the Federal Government’s activities over the past twenty years as 
an assault on the citadel of U.S. democracy and individual enter- 
prise. Surely they have mistaken their dragon? The menace to 
the American Way of Life, to a British observer at least, does not 
reside in ambitions which may be cherished in Washington but 
in the pressures to which the whole American economy will be 
subjected in the untoward event of a repetition of the nineteen 
thirties. 'The Economic Principles Commission show no apprecia- 
tion of this, the real danger—they argue indeed that the surest 
guard against sustained unemployment is a return to that form 
of free capitalism which in the past has led so regularly to a year 
or two of prosperity followed by slump and depression. If this 
were the best that American economic statesmanship can offer, 
the outlook would be gloomy indeed ! 

The authors are too apt to introduce quotations with such 
general expressions as “‘ someone has said ”’ or “ economists who 
hold these views.” The Warden of Nuffield College is credited 
with a line on p. 151 taken from the London Morning Post [sic] 
dated August 3, 1939—surely a mistake for 1929, since that journal 
had ceased to exist long before the War of 1939. The book 
as a whole is beautifully got out, printed on glossy paper, with 
very full marginal heads in thick type, bound in cloth and boxed. 
But even this does not justify an expenditure of 50s. except by 
the professional critic of capitalism on the look-out for a guy. 

GILBERT WALKER 
The University of Birmingham. 
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NOTES AND MEMORANDA. 


Wace Pouicy 1x Futt EmPLoyMENtT 


In his article on this subject in the Economic JouRNAL, 
December 1947, Mr. Singer takes what he describes as a frankly, 
even painfully, negative attitude towards a “unified wage 
policy.” His argument is useful in indicating the difficulties in 
the way of evolving such a policy, especially because trade unions 
are organised sectionally, each union being sovereign in its own 
field and acting independently to secure the best bargain for its 
members without regard to effects on others. These difficulties 
are admittedly real, but the achievement of full employment 
would be so great a change from past experience that new policies 
and methods by the trade unions would be inevitable, and the 
trade-union movement, which is usually practical and realistic in 
its outlook, would soon recognise the futility of struggling merely 
for increases in money wages the benefits of which would be lost 
by inflationary consequences. Instead, more attention would be 
directed to increasing output as the only basis for higher real 
wages. 

No one would disagree with the verdict of the Webbs which 
is quoted in the article that wage problems cannot be solved 
“even by the most perfect calculating machine’; but although 
conclusions based upon impartial surveys of the facts are 
not always accepted in wage negotiations they do influence 
decisions. There is surely everything in favour of extending 
the area of reason and knowledge of facts in wage negotiations. 
The need is for more facts, and these can facilitate settlement or 
disputes. It is misleading to argue, as Mr. Singer seems to do, 
that trade unions are unresponsive to “reason.’’ Once satisfied 
that a more unified wage policy was reasonable, such a policy, 
applied with flexibility, would secure increasing trade-union 
support. The use of cost-of-living sliding scales, selling-price 
sliding scales and the adoption of ascertainments of net proceeds 
as a basis for adjusting wages in the coal-mining industry, are 
examples of the use of facts and the exercise of “‘ reason ”’ in the 
processes of wage regulation. 

If long-term full employment were achieved, relative wages 
would be more stable between different industries and occupations 
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than when the trend towards establishment of long-term wage 
ratios is disturbed, as in the past, by frequent great changes in 
demand for labour. With greater stability, wage ratios would 
be based more than hitherto on such criteria as degree of skill, 
length of training, agreeableness or otherwise of the work, its 
status, and opportunities for promotion. These have in the past 
been among the fundamental long-term factors determining 
wage ratios, but their effects have been distorted by short-term 
influences. The greater use of such criteria would involve more 
“reason ”’ in wage regulation. 

On page 445, Mr. Singer quotes Lord Citrine’s view that to 
deal intelligently with claims for increases in wages or improve- 
ments in conditions of employment, it is essential to know as 
much as possible about the companies or the employer with whom 
the trade unions are dealing, but disagrees with him when he 
claims that such information would enable the T.U.C. to “ educate 
our own members to take a realistic perspective and not always 
to assume that somewhere there is a vast volume of profits 
which has been hidden up somebody’s sleeve.’ In Mr. Singer’s 
view disclosure of the facts would result in higher wages. This 
would sometimes be true, and rightly so, but often a full knowledge 
of the economic circumstances of an industry, especially in times 
like the present, would have the effect of restraining wage demands 
by trade unions, and would also lead to greater harmony in 
industrial relations. 

The article seems to assume that full employment means 
100% employment, with equally keen demand for labour in all 
industries, and a self-contained economy. In practice full 
employment must be understood to mean a “‘ high general level 
of employment,” but the level of employment would vary from 
industry to industry according to changes in fashion and other 
factors affecting demand and supply. One of these factors 
would be cost of production, and if a trade union used a condition 
of “full employment ”’ to force wages. to unduly high levels 
selling prices would rise, demand would fall, more labour-saving 
methods would be used and unemployment would result. Unless 
one assumes the impossible, that labour is perfectly mobile and 
can transfer instantly without any time-lag to other industries, 
this unemployment would persist until wages were reduced. Also 
Britain is specially vulnerable in international markets, and the 
progressive raising of wages throughout British industry would 
so greatly reduce our exports that serious unemployment would 
result. Perhaps our greatest economic need in the present 
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crisis is restraint in wage demands in order to avoid putting up 
our costs, and this requires a considerable measure of unification, 
but Mr. Singer seems complacent about inflationary wage pressure. 
Yet full employment in British industry is now more than ever 
dependent upon power to compete abroad. 

The offering by individual employers of wages above those 
fixed in collective agreements is frequent, as Mr. Singer points 
out (page 446), during the competitive scramble for skilled labour 
in the present sellers’ market. When this exceptional hunger 
for goods has been satisfied, such competition will become less 
acute even though full employment as defined above is maintained. 
However, under any conditions of employment the payment of 
higher wages and greater security of employment for the more 
efficient workers are reasonable, and are not discriminatory, as 
seems to be suggested (page 447). They are rewards for “ merit,” 
and the application of the “common rule”’ by trade unions may 
restrict but does not prevent this practice. Nor does it lead to 
general increases in wages. 

When Mr. Singer refers (page 449) to the iron law of wages 
and the wage-fund theory he argues that these are no longer 
accepted. Agreed, but those theories were supported by their 
protagonists as permanently operative. Yet there are periods, of 
which the present crisis is one, when production and therefore 
real wages are narrowly limited by the existing capital equipment 
and organisation. Fortunately such periods are usually of short 
duration in dynamic industrial conditions, and increased real 
wages can be obtained from new inventions and improved capital 
equipment. There is in fact a “ production fund” theory of 
wages which relates the general level of wages to the general level 
of production, but the ‘“‘ fund ” expands with industrial progress 
and enables real wages to rise. 

It is true as Mr. Singer indicates (page 453) that trade unions 
are greatly concerned with relative wages and differentials, but 
it is most unlikely that the raising of the wages of workpeople 
whose wages have hitherto been unduly low would result in wide- 
spread demands by those in better-paid industries for wage 
increases to niaintain their differentials and so leave the first 
category still at a relatively unduly low level. This argument 
receives no support either from the results of trade boards in 
eliminating sweated wages, or from the widely approved increases 
in recent years in the wages of agricultural workers. 

Admittedly there are difficulties in devising and applying a 
wage policy suited to the needs of the time, but this is no reason 
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for making no attempt to overcome them. In such attempts the 
co-operation of enlightened leaders and members in the trade- 
union movement can be counted upon to restrain demands 
which are in the long-term interests neither of the workers nor of 


the country. 
J. Henry RICHARDSON 
The University, 
Leeds. 





Wace Ponticy In Futt EmeptoymMent—A REJOINDER ! 


In making this brief rejoinder to Professor Richardson, I shall 
confine myself to a few brief points. In particular, I shall try to 
avoid anything that would amount to a mere repetition or re- 
assertion of the views expressed in my previous article. On the 
other hand, I hope Professor Richardson will forgive me for 
thinking that a part of his reply merely amounts to a re-assertion 
of the opposite view; namely, that trade unions can be trusted to 
be “‘ reasonable ”’ in the economist’s sense, which I tried to criticise 
in my article. Professor Richardson argues that “the achieve- 
ment of full employment would be so great a change from past 
experience that new policies and methods by the trade unions 
would be inevitable.” In fact, British trade unionism is mature; 
its formative period lay in the years before 1914, under conditions 
of what we would now recognise as a state of fairly full employ- 
ment. 

Next, Professor Richardson draws attention to the use of 
cost-of-living and other sliding scales for adjusting wages as 
evidence of the exercise of “reason”’ of the part of the trade 
unions. This seems to me a misconception of the nature and 
functions of sliding-scale adjustment. As trade unions have never 
tired of pointing out, these automatic adjustments are not con- 
sidered as substitutes for other wage adjustments through the 
normal processes of negotiation. They are no more than devices 
to see that the content of the original wage bargain is not falsified 
by irrelevant and extraneous events such as changes in prices, net 
proceeds, etc. 

Next. Professor Richardson writes: ‘If long-term full employ- 
ment were achieved, relative wages would be more stable between 
different industries and occupations than when the trend towards 
establishment of long-term wage ratios is disturbed, as in the past, 
by frequent great changes in demand for labour.”” This I cannot 


1 Like the previous article, this rejoinder expresses purely personal views and 
is in no way related to my position on the Secretariat of the United Nations. 
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accept. Full employment is compatible with great differences in 
the intensity of demand for labour in different industries. In 
Industry “A” we can have a demand for labour which just 
satisfies the condition of full employment; whereas in Industry 
“ B ” intensity of demand for labour is such as to create numerous 
unfilled vacancies. Hence it does not in the least follow that full 
employment will produce greater stability of relative wages. In 
view of the foregoing statement, I am surprised at Professor 
Richardson’s subsequent statement that my article assumed 
“100% employment, with equally keen demand for labour in all 
industries. . . .” This is precisely the assumption which seems 
to me to underlie Professor Richardson’s own argument criticising 
this paragraph. 

Since it does not follow that demand for labour is equally keen 
in all industries, and since as a result it also does not follow that 
relative wage-rates will be more stable in times of full employment, 
Professor Richardson’s subsequent argument that increases in 
wages would produce unemployment in view of the normal frictions 
also seems to me to fall to the ground. If you have in an industry 
intensity of demand such as to create many unfilled vacancies, 
trade unions can push up wage-rates in that industry without 
causing unemployment. 

Finally, Professor Richardson’s statement of a ‘“ production 
fund ” theory of wages seems to me to be no reply to the argument 
of the article. The argument of the article was that the trade 
unions will not recognise the production fund theory in view of 
their traditional argument that increases in wages are conducive 
to an increase in productivity. Hence there is no “ general level 
of production” which the trade unions would be prepared to 
accept as a given datum. Professor Richardson, in restricting his 
sources of “‘ dynamic industrial conditions’ to new inventions 
and improved capital equipment, neglects this trade union argu- 
ment which would add wage pressure as a cause in industrial 
dynamics. This argument, whether true or false, is an essential 
ingredient of trade-union policy. 


7 


H. W. Srncer 
Lake Success, N.Y., 


U.S.A. 





A Notre on DEFERRED Export CREDITS 


In undeveloped countries the level of incomes and prices is 
subject to particularly wide swings between boom and depression ; 
and it is extraordinarily difficult for their Governments, with the 
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present controls at their disposal, to do very much about it. A 
scheme of deferred export credits, well administered, could, it is 
believed, be of much service in damping down the volatility of 
these fluctations. 

Typical of the sort of undeveloped country in mind is one 
whose territory has been opened up by the construction of a 
modern railroad system, but whose economy, nevertheless, is still 
largely based on agriculture. The population of such countries is 
often largely illiterate. Now it is a commonplace that during 
booms or depressions world prices of agricultural products— 
mainly because their supply is relatively inelastic—rise or fall 
more than those of manufactured goods. At the onset, therefore, 
of a world boom a country of this sort will start to run a favourable 
balance of trade. Effective demand will be enlarged by this 
increase in investment, thus setting up an inflationary pressure 
on the internal price level. Where the marginal propensity to 
consume is high, and the marginal propensity to import low—as 
will very likely be the case in such countries—a rise in investment 
will produce a relatively large rise in effective demand. The 
multiplier, indeed, is likely to be very considerably higher than in 
England. 

Such Governments, admittedly, could try to offset the increase 
in investment from the favourable balance of trade by a large 
budget surplus. But a policy of this kind, in a backward country, 
is not easy. With an illiterate population it is administratively 
impossible to raise revenue by income tax; and reliance has to be 
placed instead on indirect taxes. Since the incidence of indirect 
taxes is obviously highly regressive, any sudden and marked 
increase in revenue is ruled out on grounds of equity. It must be 
borne in mind, too, that Government expenditure in a poor country 
is likely to constitute a much lower percentage of the national 
income than in a rich one.’ A surplus large enough to offset even 
partially the favourable balance is consequently likely to mean a 
sharp percentage rise in taxation. Alternatively, any attempt to 
achieve a budget surplus by cutting capital expenditure would be 
even more difficult; and any surplus so obtained would almost 
certainly be relatively insignificant. 

Nor would it be easy for these Governments to exert much 
influence on private investment. In such countries there is no 
money market and no central bank, which rules out any attempt 
to raise or lower long-term interest rates by open market operations. 
True, direct quantitative control over private investment, with a 
view to offsetting the effects of the favourable balance, could be 
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resorted to. But here again this is not likely to be effective. 
For even a drastic cut in private fixed-capital expenditure would 
be small, in all probability, in relation to the size of the foreign 
balance. The foreign balance, in short, is the dominant factor. 
And it is difficult to operate on the other factors influencing 
effective demand so as to have any appreciable mitigating influence. 

In spite of the lack of controls available to such Governments, 
some improvement in stability, compared with the inter-war 
period, can reasonably be expected. Should the leading in- 
dustrial nations, by their monetary and fiscal policies, be able, as 
is hoped, to prevent violent oscillations in their national incomes 
and employment, that clearly would make the economies of 
undeveloped countries more stable. But however successful 
these policies are, some swings of the cycle, although on a reduced 
scale, will doubtless still occur. And such oscillations in incomes 
will tend to get relatively greater as they spread outwards to the 
economies of undeveloped countries. 

A system of deferred export credits could, it appears, be of 
very considerable aid in damping down these swings in the 
national incomes (as measured in money) of undeveloped countries. 
In essence, the scheme would be similar to the deferred income 
credits in England during the war. The scheme would need to be 
started at a time of general prosperity when world prices of 
agricultural commodities were rising rapidly. From the value of 
all exports, 10%, say, would be deducted—or whatever percentage 
was thought appropriate—and paid into a blocked account. Now 
such action would obviously do nothing to decrease the size of the 
favourable balance. But it would compulsorily increase savings, 
thereby partially offsetting the rise in effective demand from the 
favourable balance of trade. Conversely, in a depression these 
deferred export credits would be released. 

It should be stressed that it is not the purpose of the scheme, 
in the face of a fall in the world price level, to hold constant the 
price level of an undeveloped country. Any such attempt would 
be bound to fail. For the unfavourable balance—as world prices 
fell and internal incomes remained unchanged—would increase 
progressively, until no steps could be taken to offset its deflationary 
influence. Furthermore, a policy of this sort would defeat itself : 
foreign exchange reserves would soon be exhausted. The purpose 
of the scheme is much less ambitious. It is merely to damp down 
the very violent swings in the price and income level of un- 
developed countries—swings that are greatly amplified compared 


with those of industrial nations. Foreign-exchange reserves 
No. 231.—vo.L. Lyi. FF 
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built up during a boom should be adequate for such a policy 
during a depression. 

Needless to say, the scheme would do nothing to lessen changes 
in the terms of trade. During a depression the terms of trade 
would still move adversely for undeveloped countries, to the 
detriment of their standard of living. But it would succeed in 
distributing this burden rather more evenly. After all, the great 
disadvantage of inflation or deflation (apart from a waste or 
maldistribution of resources) is the violent shifts in the percentages 
of the National income accruing to different sections of the popula- 
tion. The violence of these shifts would be damped down by a 
scheme of deferred export credits. 

Unlike a tax on exports, deferred export credits should not 


lead to any maldistribution of resources. 
C. H. Harvie 


Khartoum. 





OBITUARY 


SIDNEY WEBB 
(Lorp PassFIELD) 
(1859-1947) 


Srpney Wess did many things deserving of record. He was the 
founder of the London School of Economics and Political Science, 
the moving spirit for many years in the Fabian Society, a deviser 
of political inventions, a Cabinet Minister, and an author of highly 
original works on social and political institutions. His achieve- 
ment in the last capacity stands beyond question as the greatest 
of his claims to lasting and grateful remembrance by posterity. 
A survey of his activity in this field is thus the most appropriate 
form of obituary notice in the Economic JOURNAL. 

Needless to say, though Sidney Webb has been named above 
in the singular, no attempt is made here to distinguish him from 
his partner Beatrice Webb. A few minor works bear his name 
alone, and a few bear hers alone. Everything of importance 
bears both names. The realities of the situation were ingenuously 
revealed when the Minority Report of the Royal Commission on the 
Poor Laws and Relief of Distress, signed by four members including 
Beatrice Webb, having been published officially over those four 
signatures, appeared soon after, unofficially but with identical 
wording, as two volumes by Sidney and Beatrice Webb. It may 
be inferred with safety that the Minority Report of the Royal 
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Commission, a body with which Sidney Webb had no connection 
at all, first took shape on paper in Sidney’s beautifully legible 
handwriting. Anything written by Beatrice was to all intents 
and purposes in a cipher of which few people held the key. 

The writing partnership, which began with the marriage of 
Sidney Webb and Beatrice Potter, both in their early thirties, in 
1892, lasted till the death of Beatrice in 1943. The output of 
these two people in their fifty years of partnership can only be 
described as stupendous—about 14,000 octavo pages of bound 
books in 40 volumes, well over 5,000,000 words. This is exclusive 
of innumerable pamphlets, articles, reports and memoranda, 
official and unofficial. The greater part of this work centres 
round one or other of three major interests: voluntary associa- 
tions of workpeople for mutual aid; local government; the 
problems of Socialist planning. 

The first of these fields represented the earliest major interest 
of the partnership. The six years 1891-97 produced The History 
of Trade Unionism, Industrial Democracy in two volumes, and a 
second edition of Beatrice Potter’s account of The Co-operative 
Movement in Great Britain. Later works in or near this field 
include Problems of Modern Industry (1898) and The Consumers’ 
Co-operative Movement (1921), with The Hight Hours Day (1891), 
The Works Manager of Today (1917), The Restoration of Trade 
Union Conditions (1917), The Story of the Durham Miners (1921), 
and Men’s and Women’s Wages : Should they be Equal ? (1919) as 
side dishes. This interest yielded in total about 3,500 octavo 
pages, a quarter of the whole. 

The second major interest of the partnership is represented, 
in the first place, by the ten stately volumes on English Local 
Government, beginning with The Parish and the County (1906) 
and ending with the three volumes of English Poor Law History 
(in 1927 and 1929). In between, in addition to the rest of the ten 
volumes, came five volumes occasioned by Beatrice’s membership 
of the Poor Law Commission : The Break-Up of the Poor Law and 
The Public Organization of the Labour Market (in 1909); English 
Poor Law Policy and The State and the Doctor (in 1910); and The 
Prevention of Destitution (in 1911). Before they started on English 
Local Government in earnest, as the vast book or series of books in 
which, as Beatrice used to say, they could bury themselves bliss- 
fully, Sidney’s interest in the city where he lived had led to The 
London Programme (1891) and London Education (1904). Here, 
too, belongs Grants in Aid (1911)—a suggestive study of what 
always intrigued the Webbs, namely a “ Device.” This second 
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major interest produced in all about 7,000 pages in 18 volumes, 
half of the grand total. 

The Webbs were always Socialists. They threw in, in their 
first period of collaboration on Trade Union history, another 
historical study, Socialism in England (1890). They wrote there- 
after at intervals to explain why they thought that Socialism 
was bound to come and what it would be like: books such as 
The Decay of Capitalist Civilization (1923) and A Constitution for 
the Socialist Commonwealth of Britain (1920) and tracts and 
pamphlets galore, some of them of very substantial length. But 
not till the Russian Revolution became established, could they 
attempt to do in this field what they liked doing above all things, 
namely describe and comment on the working of social and 
political institutions. Russia at last seemed to give them their 
chance. Already approaching their ninth decade, they seized the 
chance and plunged straight from English Local Government to 
Soviet Communism. In the first edition, appearing in 1935, the 
title carried a question mark: ‘‘ Soviet Communism—A New 
Civilisation ?”’ In the second edition of 1937 the Webbs left out 
the question mark, and added 80 pages of Epilogue to the original 
1,200. 

This third interest of the partnership, in Socialism, produced 
books to the extent of about 2,500 pages. To make up the grand 
total of 14,000 pages, there remain about 1,000 pages, including 
an account of their own procedure in Methods of Social Study 
(1932), miscellanea such as Great Britain After the War, and How to 
Pay for the War, and above all Beatrice’s first autobiographical 
volume: My Apprenticeship (1926). The second autobiogra- 
phical volume, Our Partnership, is in the printer’s hands. 

The output of the Webbs was remarkable in quantity. It is 
made all the more remarkable by its sustained high quality. 
There are some repetitions and their writing has no deliberate 
graces; in all the 5,000,000 words it would be hard to find any- 
thing like a purple patch. But they have a definite style of their 
own and it is eminently workmanlike; they set out to express 
clear thought in as many words as seem really necessary. 
And though they are rarely humorous, as they are rarely graceful, 
they are always readable—if one has enough time for reading. 
It is well worth while to take time to read them from cover to 
cover. They scamped nothing in writing, and to skip in reading 
is to risk losing many a gem. 

There is, for instance, the classic answer given in 1850 by the 
Poor Law Board to the Ludlow Guardians when these enquired if 
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a woman could be elected as a guardian. The Board admitted 
that they knew of no law to stop her, but, they added, “ the 
objections to the appointment of a female to an office of this 
nature upon grounds of public policy and convenience are so 
manifest that the Board cannot suppose that the question will 
become one of practical importance.’ + Since the nature of the 
office was such as to make those holding it concerned, in the main, 
with the treatment of the sick, the aged and children, the Board’s 
answer presents itself as a high-water mark of Early Victorianism. 

There is the striking illustration of another but later Victorian 
attitude, that Charles Booth, who did more than any of his 
contemporaries to unveil poverty and to hasten Old Age Pensions, 
yet regarded unemployment as on balance a blessing rather than 
a curse, with an effect on the characters of wage-earners ‘“‘ very 
similar to that exercised on a population by the recurrence of 
winter compared to the enervation of perpetual summer.” ? 

There are innumerable oddities of Trade Union regulation, 
with the Razor Hafters of Sheffield perhaps taking top marks, for 
the simple assertion in their rules of the right of inheritance : 
“That no boys be admitted to the trade except members’ sons.”’ ® 

There is the comedy of the Poplar Guardians who in 1921 were 
sent to prison for contempt of court in refusing to make a precept 
for local poor rate (their argument being that the poor ought to 
be a charge on London as a whole). The fact that the Poplar 
Guardians included females as well as males, so that they had to 
be accommodated in different prisons, proved to be an additional 
inconvenience in 1921, though hardly one that would have been 
manifest to the Poor Law Board of 1850. The Guardians had 
later to be brought together to hold a Guardians’ Meeting in one 
of the prisons, and pass the resolution by which alone they could 
purge their contempt, which they duly did—on terms which gave 
them all the fruits of victory over the central authority at its 
nadir of weakness. 

The output of the Webbs was not only stupendous in quantity 
and notable in quality. It was also original in type. It was 
designed as an example of sociology and political science based not 
on theory but on deseription and anualysis of institutions. In 
choice of institutions for study, the Webbs turned away deliber- 
ately from central organs of Government to voluntary and local 


1 English Poor Law History—Part II, vol. i, p. 234. 
*y Life and Labour of the People, cited in English Poor Law History—Part II, 
vol. li, p. 637. 
* Industrial Democracy (1902), p. 458. 
* English Poor Law History—Part II, vol. ii, pp. 896-900. 
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institutions, as important in their influence on the lives of indivi- 
dual citizens, though hitherto little regarded by students of politics, 
They set also a new example of deliberately laborious research. 

It is no accident that, while engaged personally between 1891 
and 1897 on their first major task, the Webbs founded in 1895 the 
London School of Economics and Political Science, as an institu- 
tion for research by others. Industrial Democracy is consciously a 
new type of sociological study. And it is in some ways the most 
detached and scientific of all their works dealing with modern 
times. 

The Webbs, as they admitted gracefully in their prefaces, had 
a bias and knew it. To put it in another way, they were not 
students only, but reformers also, deeply concerned to bring about 
one change after another in the society in which they lived and 
which they felt to be in many ways an unjust society. And it is 
probably fair to say that they became more of reformers and less 
of detached students, as they grew older. Beatrice found herself 
involved in long-drawn practical controversy about the Poor Law; 
Sidney became involved in the organisation of the Labour Party, 
and, incidentally to that, in practical controversy as to the position 
of Trade Unions. 

The change from student to reformer is well illustrated by the 
contrast between the second edition of Industrial Democracy in 
1902 and the revised edition of the History of Trade Unionism in 
1920. The first of these was published just after the Taff Vale 
decision of the House of Lords, making trade unions legally 
responsible for their actions. In the introduction to the new 
edition, the Webbs accepted this decision as something to which 
the unions should not object in principle; as a member of the 
Royal Commission on Trade Union Law appointed by the Con- 
servative Government in 1903, Sidney took the same line, recom- 
mending that the Trade Unions should be brought formally within 
the law, so as to be responsible for their wrongful actions, subject 
to amendments to the law securing to them their legitimate 
scope. But in 1920, after the outright reversal of the Taff Vale 
decision by the Trade Disputes Act of 1906, and after the Osborne 
judgment and the rise of the Labour Party, the Webbs wrote in a 
different tone, discreetly failing to mention that one of them had 
been a concurring member of the Royal Commission of 1903. 
Industrial Democracy is a sympathetic but scientific study of 
Trade Unionism. The 1920 additions to the History of Trade 
Unionism are in the main the special pleading of an advocate for 
the special privileges of his client. 
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The same tendency for the reformer to gain his way over the 
scientist in the Webbs, as they grew older and more influential, 
appears in relation to another of their main fields of study, that 
of Socialist planning. Writing in 1897, when they were both near 
to forty years of age, they followed an intriguing comparison of 
the Conservative, Individualist and Collectivist tendencies, in the 
Trade Union world and in the community at large, by a charac- 
teristic statement of gradualism : 


Any further application of Collectivism, whether in the 
trade union or the political world, depends, it is clear, on an 
increase in our scientific knowledge, no less than on the 
growth of new habits of deliberate social co-operation. 
Progress in this direction must therefore be gradual and will 
probably be slow. 


Thirty-five years later, the catastrophic achievement of 
collectivism in Russia blinded their eyes to the price of the 
achievement, in liberty and in civilisation. Soviet Communism 
stands as a sign of the perennial youthfulness of the authors’ 
minds. It stands also as an illustration of the inapplicability of 
the Webb methods of social research—by document, interview, 
statistics—to a totalitarian society. The Webbs, in these Soviet 
volumes, go laboriously and hopefully through their practised 
motions of research. But the material is different. Documents, 
interviews, statistics, have all had to pass through a needle’s eye 
of control. 

The analysis of social institutions made by the Webbs relates, 
in the main, to a bygone age, before the World Wars and their 
train of consequences. That does not relegate the Webbs or their 
methods to the limbo of academic discussion. On the contrary, 
it makes vital the maintenance, in the future, of the same tradition 
of detailed yet comprehensive and critical study of ever-changing 
institutions. In each of the three main fields of study described 
above—of Trade Unionism, of Local Government and public 
provision for the individual needs of the citizen, and of the place 
of the State in the economic sphere—there are new problems for 
study on whose rightly reasoned solution the possibility of making 
a good society in Britain may largely depend. Will there be 
Webbs to make those studies and apply that reason ? 

There is need for a never-ending line of successors to the 
Webbs, but is the succession assured? The output of the Webbs 
was made possible by their being able to put before all other pur- 


1 Industrial Democracy (1902), p. 599, 
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poses, for most of fifty years, the free conduct of research in fields 
chosen by themselves. This they were able to do because, at the 
time of their setting up their partnership, they could count on an 
assured unconditional income of £1,000 a year inherited by 
Beatrice Potter. By what device will the society of the future be 
able to ensure that the spiritual successors of the Webbs will have 
their material resources for research, untrammelled by other 
duties, by orthodoxy or by prescription of topics? This con- 
dition of reasoned progress is not part of the “ new ”’ civilisation of 
Soviet Russia. It must be secured, in one way or another, in the 
changing civilisation of the Western World. 
BEVERIDGE 
8.8. Ruahine, 
Caribbean Sea 





RoBERT RENE KuczynskI (1876-1947) 


As his second name indicates, Robert René Kuczynski was in 
part of French descent. On his mother’s side he had a French 
grandparent; and this fact was a most important influence in his 
upbringing. He attended the French gymnasium in Berlin, where 
he was born in 1876, and became bilingual; this early familiar- 
ity with French language and literature was the foundation of 
that international outlook which characterised the man we came 
to know in England in the later decades of his life. His father 
was a banker who had the means and the good sense to allow his 
talented son to develop along his own lines. The boy attended the 
universities of Freiburg, Strasburg, Berlin and Munich; at the 
latter he won the friendship of Lujo Brentano, whom he regarded 
as his master and who later gave him his library. 

From 1898 to 1900 he was assistant to Richard Boeckh in the 
statistical office of the City of Berlin, and from 1904 to 1905 he 
was director of the statistical office of Elberfeld; he took these 
posts, the first of which was unpaid, because they enabled him to 
acquaint himself with social statistics of all kinds. Between these 
experiences he worked for a time in a voluntary capacity in the 
bureau of the census in Washington; once again he was extending 
his range of knowledge and experience. From 1906 to 1921 he 
was director of the statistical office of Berlin-Schéneberg; he 
combined with the duties of this office not merely a steady out- 
put of original research but also many other activities such as 
lecturing in the Handelshochschule at Berlin and editing the 
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Finanz-politische Korrespondenz, which he founded in 1919 and 
issued from his own house until he left Germany in 1933. This 
periodical, which contained his own cost-of-living index, was in- 
tended to provide statistical material for use by the press. After 
resigning the statistical office of Berlin-Schéneberg he was much 
in America, and from 1926 to 1932 was a council member of the 
Brookings Institution. 

Kuczynski was drawn into this life by his profound interest 
in social problems. He was not interested in statistical theory for 
its own sake; he acquired his technique because he wished to 
understand and remedy social evils. By temperament he was an 
individualist ; he needed and was so fortunate as to obtain the 
liberty to pursue investigation wherever it seemed most inter- 
esting and urgent. He was never a member of any political 
party; he was what we in Great Britain used to call a radical. 
He was contemptuous of the ruling forces in Germany, the Court, 
the Army and the bureaucracy. He never attempted to hide 
his unpopular opinions, and was thus looked upon with little 
favour by the authorities. At one moment he was almost a 
national figure; after the First World War he organised opposition 
to the plebiscite in relation to compensation for German royal 
families who had been deposed. He wrote against Mussolini and 
Hitler soon after they became known, and it is not surprising that 
in 1933 his house was visited several times by the police, who 
incidentally removed a good part of his library. By great good 
luck he was away from home on these occasions, but know- 
ing that such luck could not last he came to England. He found 
a post at the London School of Economics, was made reader in 
Demography in the University of London in 1938 and retired 
under the age limit in 1940. In 1944 he became adviser on 
demography to the Colonial Office and held that position at his 
death; in this capacity it fell to him to make recommendations 
concerning the taking of censuses in the colonies. In connection 
with these duties he visited the West Indies, and was planning a 
visit to East Africa at the time of his death. 

It is significant that the two people who influenced him most 
in his youth were Lujo Brentano and Richard Boeckh; the one 
an eminent historian and economist, the other a statistician who 
combined theory with a wealth of practical knowledge. Kuczynski 
always had a zest for historical research, and both the beginning 
and end of his life are outstanding for historical studies. His 
earliest historical study was an unpublished work on the history 
of the Guild of Goldsmiths in Nuremberg, in which he traced the 
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history of every family of goldsmiths in that town. His latest 
was a four-volume demographic survey of the Colonial Empire. 
He had completed two of four volumes which will be an exhaustive 
study of the population data of the British colonies, and had 
brought the remaining two so nearly to completion that other 
hands, it is hoped, can prepare them for the press. The breadth 
and range of this work throw much light on the early history of 
the colonial Empire. He was, in fact, far more than a student 
of fertility and population growth; he was interested in all sides 
of human welfare and covered in his work a wide range of social 
and financial problems. Indeed, of his very numerous publi- 
cations only a small number are directly concerned with demog- 
raphy. Thus he was much concerned with housing and made a 
study of the problem of housing in Vienna, partly published in 
1934 as The Housing Program of the City of Vienna by C. O. 
Hardy and Kuczynski; he was interested in the economics of 
rent (Hinkommen und Miete, 1910; Kleine Haeuser fuer grésse 
Staedte, 1912; Wohnungsnot und Finanznot, 1918); he was one 
of the earliest students of nutrition and studied the development 
of rationing in Germany during the First World War (Deutsch- 
lands Nahrungs-und Futtermittal, 1915). During his connection 
with the Brookings Institution he became interested in questions 
of banking and currency (American Loans to Germany, 1927, and 
Banking Profits from German Loans, 1932). He contributed much 
to the history of wage rates (T'arifliche Mindestloehne der Maurer 
und Bauhilfsarbeiter,1912). His chief work in this field was 
Arbeitslohn und Arbeitszeit in Europa und Amerika, 1870-1909, 
1913; the raw material for this book, collected from wage books 
and trade agreements in Berlin, Nuremberg, Elberfeld and Liége, 
at the expense of immense labour, enables the wage historian to 
follow and compare the trend of wages for a number of industries 
and represents the largest collection of data assembled up to that 
time for any country for that period. 

Kuczynski will be remembered chiefly for his pioneering in- 
vestigations into the growth of population. In 1897 the thesis 
on which he obtained his Ph.D. degree was published as Der 
Zug nach der Stadt. This was a study of migration from country 
to town, and in it he discusses the works of John Gaunt, William 
Petty, Gregory King and Edmund Halley, whose original con- 
tributions to vital statistics had by that time almost fallen to 
oblivion in England. The problems of fertility were early in his 
mind; in 1902, during his first visit to America, he published a 
paper on fecundity of native and foreign born, and in 1907 he 
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read a paper on the statistics of fertility to the 14th International 
Congress on Hygiene and Demography, in which he discussed 
the inadequacy of the general fertility rate. In connection with 
his address Kuczynski computed a fertility table for Sweden 
1891-1900; this table, together with fertility tables for Berlin 
1891-95 by his teacher Boeckh, were the first comprehensive 
fertility tables to be computed. But it was not until 1928, 
during the period when he was connected with the Brookings 
Institution, that he published the first of those studies for which 
he is best known, namely volume 1 of The Balance of Births 
and Deaths. This was followed by other studies in which 
methodology was the chief theme. His influence as a result of 
these studies was world wide; the Statistical Handbook of the 
League of Nations began to include gross and net reproduc- 
tion rates for the chief countries of the world. Methodology, 
however, was not his primary concern, and in his last years 
he returned to the study of facts and devoted himself to an 
examination and critique of population data. He was planning 
to extend these demographic studies and to advance as far 
as he could in his lifetime to an exhaustive examination of 
population statistics similar to those which he had in hand for 
the colonies. 

Kuczynski contributed more than any other man to the under- 
standing of the population situation in Great Britain. His 
writings on the mechanics of population measurement helped to 
put on the statute book the Population (Statistics) Act of 1938. 
His chief works, after he had published T'he Balance of Births and 
Deaths in 1928, were The Decrease of Fertility, 1935; Population 
Movements, 1936; Colonial Population, 1937; The Analysis 
of Vital Statistics, 1938, and The Cameroons and Togoland, 
1939. 

Kuczynski had a restless curiosity about people and things; 
he loved travel and knew Europe and America well. He was 
above all littleness of party, race, nationality or creed; he was a 
good European and worked for an understanding between France 
and Germany, being among the first Germans after the First 
World War to visit France, where he went on a speaking tour. 
He possessed an immense capacity for work, and therefore his 
ceaseless curiosity resulted, not in a frittering away of energy, but 
in an outpouring of exact studies, over almost the whole field of 
social phenomena. His writings in English, the third language of 
which he was master, are not merely lucid and concise; they have 
grace and lightness of touch. The reader recognises not only an 
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orderly and powerful mind but a cultivated intellect sensitive to 
literary values and stored with various knowledge. Moreover, his 
sense of humour, so familiar to his friends, finds outlet in the 
course of discussion of most unlikely topics. Of aristocratic 
bearing and most courteous in manner, he was a charming com- 
panion; but his almost fierce integrity could lead him into ex- 
pressions of disapproval and contempt which were foreign to his 
innate gentleness of temper, and gave a false impression of his 
character. 

No notice of this remarkable man, admired by many who 
knew only his work and loved by those who knew him personally, 
would be complete which made no mention of his family life. 
He had five daughters, all of whom have married Englishmen, 
and one son; his children survive him, his wife having died a few 
months before him. This closely knit and devoted family circle 
and his highly developed social conscience were the mainsprings 
of his life. 

A. M. Carr-SAUNDERS 

London School of Economics. 





CURRENT TOPICS. 


Tue Annual Meeting of the Royal Economic Society was held 
at the London School of Economics on Thursday, June 14, 1948. 
Professor D. H. Robertson was elected President of the Society. 
Professor R. G. Hawtrey (the retiring President), Professor D. H. 
Macgregor and Sir Alexander Carr-Saunders were elected Vice- 
Presidents. Sir Sydney Caine, Professor E. H. Phelps Brown, 
Mr. Oscar Hobson and Mr. R. L. Hall were elected to fill vacancies 
on the Council. After the formal business, Lord Brand opened a 
discussion, speaking on ‘‘ Private Enterprise and Socialism, a 
Banker’s View.’ He was followed by a contribution by Sir 
Arnold Plant (read in his absence through illness by the Secretary) 
and by a number of other speakers. 


THE Secretary reported on the membership and finances of 
the Society as follows :— 


The number of elections of new Fellows and of losses by death, 
resignation, or default during the year are shown in the following 
table :— 
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1947. 1946. 1945. 1939. 1914. 





Sheer Fellows and pene Mem- 


bers elected : 493 474 437 490 50 
Fellows lost by death, resigna- 

tion, or default . 397 298 279 496 33 
Number of Fellows ‘and Library 

Members on Dec. 31st ‘ 5,049 4,953 4,777 4,572 694 
Total Compounders included in . 

above total 4 1,953 1,860 1,675 1,155 159 


Surplus of Income over Expen- 
diture, together with receipts 
from Compounders . . | £2,511 | £2,505 | £3,109 £329 £278 























THE distribution of the London and Cambridge Economic 
Service to Fellows of the Royal Economic Society is now made 
directly by the Service itself. Fellows who wish to notify changes 
of address for the posting of the Bulletins or to communicate 
on other matters concerning the Service should write directly to 
The Secretary, London and Cambridge Economic Service, London 
School of Economics, Houghton St., Aldwych, W.C.2. 





Amone the awards for research announced by the Leverhulme 
Trust are the following :— 


Fellowship: I. L. Evans, Vice-Chancellor of the University 
of Wales, for the study of University Organisation in Western 
Europe. 


Research Grants : I. D. Burke, Chief Planning Officer East 
Central Scotland Regional Planning Advisory Committee, for 
the study of Problems of Rural Depopulation. 


E. W. Gilbert, Reader in Human Geography, University 
of Oxford, for a Geographical Survey of the Borough of 
Cambridge. 

D. B. Quinn, Professor of History, University College, 
Swansea, for a study of the Beginnings of English Colonisation 
in North America. 





Tue Trustees of the Houblon-Norman Fund, on the recom- 
mendation of the Advisory Committee, have made the following 
awards for 1948-49 :— 


Fellowship. 
J. M. Holden, Research Student, Uni- A historical study of Negotiable In- 
versity of London. struments. 


Research Grants. 


G. R. Allen, B.A., Research Student, Industrial Trading Estates. 
University of Oxford. 
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Research Grants (cont.). 

8. Gainsborough, B.Sc.(Econ.), B.Com., Anglo-American Trade Relations (at 
Head of Dept. of Commerce, Bolton the University of Pennsylvania), 
Municipal Technical College. 

F. E. Hyde, Ph.D., M.A., Professor of The Changing Functions of the British 


Economics, University of Liverpool. Export Merchant. 

R. O. Roberts, M.A., Assistant Lec- Financial Facilities for Non-Ferrous 
turer, University College, Swansea. Metal Industries in South Wales. 

P. E. Smart, LL.B., Bank Official. Banking Case Law. 

Miss M. E. Turner, B.A., Research Anglo-Portuguese Trade after the 
Student, University of Oxford. Methuen Treaty. 


An offer of awards for 1949-50 will be made early in 1949, 
Further information may be obtained from The Secretary, 
Houblon-Norman Fund, c/o The Bank of England, E.C.2. 





PROFESSOR JOHN JEWKES, Stanley Jevons Professor of 
Political Economy in the University of Manchester, has been 
appointed to the new Chair of Economic Organisation in the 
University of Oxford. 


Oxford Economic Papers, which has been a serial publication 
in the past, will be published in future as a periodical and will 
appear twice a year. ‘The annual subscription will be one guinea, 
post free, and the cost of a single copy 12s. 6d. net. Subscriptions 
should be sent to Geoffrey Cumberlege, Oxford University Press, 
Amen House, Warwick Square, London, E.C.4. The journal 
will consist, in the main, of articles by Oxford authors, but the 
editors will also be glad to consider contributions from elsewhere. 





APPLICATIONS are invited for the Rees Jeffreys Studentship, 
tenable at the London School of Economics, to enable a suitable 
candidate to devote at least one whole year to full-time research 
into the Economics of Transport. The Grant, of about £200 a 
year, will be made in the first instance as from January 1, 1949, 
for one year. Applications must be received by October 31, 
1948, accompanied by a detailed scheme of research. The 
Studentship is open both to University graduates and to those 
who have been engaged in the organisation or production of 
transport facilities. The object of the Founder is to promote 
research into the economics and means of transport, particularly 
with a view to securing the balanced development of all forms of 
transport and the progressive lowering of charges. In sub- 
mitting a scheme of research, these objects should be clearly 
borne in mind. Further particulars and form of application 
from the Secretary, London School of Economics, Houghton 
Street, Aldwych, W.C.2. 
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RECENT PERIODICALS AND NEW BOOKS 


Journal of the Royal Statistical Society. 

Vou. CX, Part III, 1947. The Statistical Basis of Export Targets: E. C. 
Snow. A Statistical and Economic Survey of Certain Aspects of the Beef 
Producing, Milk Producing and Cattle Rearing Industries in Great Britain 
between 1939 and 1945 : Joan G. MaRtrey. 


Economica. 

May 1948. On the Theory of the Centrally Administered Economy: an 
analysis of the German Experiment. Part I: W. Evcxren. Financial 
Policy and the Balance of Payments: J. E. Meapre. On the Valuation 
of Social Income—teflections on Professor Hicks’ Article. Part II: 
Smion Kuznets. A Review of the Agricultural Marketing Schemes : 
P. T. BAUER. 


The Manchester School of Economic and Social Studies. 

May 1948. The Prospect before Us: W. A. Lewis. Private Enterprise 
and the Theory of Value: T. Witson. The Practice of Economic Plan- 
ning: R. C. Tress. Some Statistics of the Industrial Revolution in 
Britain: T. 8. AsHTon. 


The Political Quarterly. 

Juty—OcToBER 1948. Inside the Russian Zone, 1945-1947: P. Netriz. 
The Political Situation in Canada: J. A. StEvVENsoN. A Plea for Local 
Government : M. Hooxuam. Local Government Reform : W. A. Rosson. 
Education and the Schools : N. Smrrx. 


Population Studies. 

MarcH 1948. The Need of Population Research in China: TaCuen. The 
Relations between Male and Female Nuptiality in a Stable Population : 
P. H. Karmet. Demographic Pattern in History: J. C. Russet. 
Mortality, Past and Future: S. Petter. The Calculation of Mortality- 
Rates in the Construction of Life Tables: J. B. D. DERKSEN. Obituary 
Notice of R. R. Kuczynski. 


International Affairs. 

Aprit 1948. Help between Nations: R. G. Hawrrey. Soviet Ideology 
and Propaganda: G. H. Botsover. The Economic Commission for 
Asia and the Far East: V.W.W.S. Purcett. The Political Evolution 
of France since Liberation: A. CopBan. The Reorganization of the 
American Foreign Service: Atona E. Evans. Pan-Africanism : 
Political, Economic, Strategic or Scientific? : L. Krarr. The Literature 
of Modern Japan: E. S. Kirsy. 


The Eugenics Review. 
JuLy 1948. Genetics, Medicine and Practical Eugenics: J. A. FRASER 
Roperts and E. Stater. On Sex Limitation in Human Genetics: H. 
Harris. Intelligence and Size of Family: H. T. HimMetwerr. 


Bulletin of the Oxford Institute of Statistics. 

Vou. 10, No. 3. The French National Accounts: T. Barna. Prices and 
Wages Policy : G. D. N. Worswicx, K. Martin. 

Vou. 10, No. 4. Consumption of Groceries: T. Scuutz. Theory and 
Practice of the Capital Levies in the Netherlands: D. B. J. ScHoursn. 

Vox. 10, No. 5. A Family Diet of Low Cost: T. Scuunz. The Increase in 
the Working-Class Cost-of-living since before the war: D. Szrrs. The 
Fall in Consumption : R. F. Harrop. A Note on further Coal Develop- 
ments ; D. SEERS. 








442 THE ECONOMIC JOURNAL [SEPT, 


Vou. 10, No. 6. The Working-class Share in Pre-war Consumption: D, 
Sreers. The Fall in Consumption—a reply: G. D. N. Worswicx. 
Comments on Mr. Harrod’s Paper: E. F. Jackson. 


London and Cambridge Economic Service. 
Vout. XXVI, Butitetin II. The Budget and the National Income. In- 
dustrial Production, 1935-1948. 


The Banker. 

May 1948. <A Deflationary Budget? Marshall—Problems and Procedures. 
Industrial Wales : a special survey. 

JUNE 1948. Must Europe Devalue? The Monetary Factor in Gilt-Edged. 

Juty 1948. South Africa Now: A. CAMPBELL. fetreat from Austerity ? 
Sterling or Gold for Europe? Monetary Systems of the Colonies. Anglo- 
Irish Trade and Finance. 

The Bankers’ Magazine. 

May 1948. The Budget. The Bank Deutscher Lander. .Ex America 
Semper. 

JUNE 1948. The Fourth Post-war Year. Efficiency in Branch Banking: 
R. HInDie. 

Juty 1948. nd of Inflation ? The Pound and the Dollar : R. G. Hawtrey. 
Talking of Salaries. 

Barclay’s Bank Review. 

May 1948. Facing Economic Realities. Cotton in Egypt. An A.B.C. 

of Marshall Aid. 
District Bank Review. 

JUNE 1948. Economics or Political Economy: C. A. Cooke. Monopoly 

in Britain: H. Wincorr. The Stranger within our Gates. 


Lloyds Bank Review. 

Aprit 1948. Taxation and Incentives: S. P. CHAMBERS. Post-War 
Economic Problems in Sweden: A. MontcomMery. Changes in External 
Factors affecting British Agriculture: E. F. Nasu. 

Juty 1948. Huropean Union: R.F. Harrop. Main Trends in Norway’s 
Economy: W. KerrHav. The Budget, Overseas Borrowing and Domestic 
Investment : W. Mannine Dacry. 


Midland Bank Review. 


May 1948. The Fund and the Bank. A Rebuke to Despondency, the 
progress of invention. 


National Provincial Bank Review. 


May 1948. The Marshall Plan ; its wider implications: Str ARTHUR 
SALTER. 

No. 1, Fesruary 1948. The Chairman’s Introductory Message. The 
Economic Outlook: Sir Huserr Henperson. The Importance of 
Atomic Energy to the United Kingdom. 


Westminster Bank Review. 


May 1948. Land Planning and the Functions of Ownership : Str ARNOLD 
Puant. Inflation and the Budget. Aid to Europe. 


Planning. 
Vou. XIV, No. 281. Population Policy. 
Vou. XIV, No. 282. Councils and their Tenants. 
Vou. XV, No. 283. World Economic Survey. 
Vou. XV, No. 284. The Motor Industry. 
Vou. XV, No. 285. Employment of Women. 


Soundings. 


May 1948. My Escape from Poland: 8. MrxouasozyK. What is Social 
Progress? : D. Wooprurr. The 1948 Budget : R. F. Harrop. 
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June 1948. Britain under Marshall Aid: R. F. Harrop. My Conversa- 
tions with Stalin: S. Mixouasozyx. The Twilight of Collectivism: D. 
Wooprurr. After the Mandate: C. Syxes. Africa and British 
Politics : H. Swanzy. 


The Canadian Journal of Economics and Political Science. 


May 1948. Royal Commissions and Canadian Agricultural Policy: V. C. 
Fowke. The Multi-Product Firm: J.C.WeEtpon. Political Participa- 
tion and the Organization of the Cooperative Commonwealth Federation in 
Saskatchewan : 8. M. Lieset. The Break-up of the Poor Law in Britain 
1907-1947 : J. 8S. Morcan. The Canadian Labour Press from 1867: a 
chronological annotated directory: R.L.Etuiotr. The Works of Frangois 
Simiand ;: B. 8. Kemsteap and R. H. Manxirwicz. 


The South African Journal of Economics. 


Marcu 1948. Some Basic Problems in Housing Research : H. R. Burrows. 
Competition in Road Motor Transportation: J.C. Laicut. Towards an 
Austerity Theory of Value: J. pe V. Graarr. European Population 
Movements in S.A. during World War II: J. L. Sapm. Keynes’ 
Influence on Theory and Public Policy: E. Kaun. 


The Indian Journal of Economics. 


OcroBER 1947. Réle of Tariffs in Economic Expansion : R. BALAKRISHNA. 
The Classical Theory of Saving: B. R. SHeNoy. Railways and In- 
dustrial Location, II: V. V. RamanapHAM. Some Problems relating to 
Employment, and Unemployment Statistics in India: A. N. K. Narr. 
Dividend Policy in Indian Business ;: K.C. Latwant. The Effects of War 
on the Agricultural Production and Crop Planning in C.P. and Berar : 
R. N. GADRE. 

JANUARY 1948. Additional Papers read at the Conference. Cheap Money 
Policy in India: R.N. Popwau. Some Aspects of Cheap Money Policy : 
8. K. Basu. Cheap Money: Sri K. N. Datau. Limitations of Cheap 
Money Policy: K. ANnantraram. Trend of Commerce and its Effects 
on Tax Policy: A. K. MunpDiLE. Commercial Policy of India: R. K. 
Hassu. Conditions of Living of Agricultural Labour and certain other 
Groups in West Bengal: R. B. Lat and K. K. Matuen. Labour in 
Agriculture, supply and demand: K. C. Rama KrisHnan. Agriculiural 
Labour in Bengal: A. Guosu. Agricultural Labour in Orissa: B. 
Misura. Conference Proceedings. 


Tata Quarterly. 


JANUARY 1948. Decontrol of Food Grains. 
Aprit 1948. Finance for Development. 


Journal of the Statistical and Social Inquiry Society of Ireland. 


OnE HunprREDTH SgEssion, 1946-1947, Vout. XVII. The Function of 
Marketing Research on the Distributive System: D. Hotmes. Tuber- 
culosis ; a social survey: W.C. Kipnry. The Industrial Relations Act, 
1946: R. J.P. Mortisoep. Analysis showing the Objects of Expendi- 
ture and Sources of Revenue of Fire during Financial Years 1929-1930, 
1939-1940 and 1945-1946 : J.C. M. Eason. Our Dairying and Cattle 
Industries ;: H. Kennepy. 


International Labour Review. 


Aprit 1948. Planning and Nationalisation in Great Britain, II: H. 
Finer. Voctional Guidaance in the United States : H.A.Jacrer. Family 
Allowance Schemes in 1947, I. Problems of the Chemical Industries. 

May 1948. Preparatory Asian Regional Conference of the International 
Labour Organisation, New Delhi. Vocational Guidance in Sweden: E. 
NeymarK. Family Allowance Schemes in 1947, II. Indian Industrial 
Committee on Cotton Textiles. 

No. 231.—vou. Lvim. GG 
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JUNE 1948. From Social Insurance to Social Security: Evolution in 
France: P. Laroque. Vocational Guidance in Poland: S. Harrman. 
Sixth International Conference of Labour Statisticians. First Session of 
the I.L.0. Chemical Industries Committee. 


International Financial Statistics. 


Vou. I, No. 4, Aprit 1948. International Monetary Fund.  Inter- 
national Bank for Reconsiruction and Development. Exchange Rates. 
Gold Production. Gold and Foreign Exchange. Government and Other 
Dollar Bonds in New York. World Prices in Terms of U.S. Dollars. 
World Trade. Country Tables. 

Vout. I, No. 5. May 1948. Similar statistical material, and Balance of 
Payments Statements. 


Economic Review of Food and Agriculture 
(Food and Agriculture Organization of the United Nations). 


Vou. I, No. 1, January 1948. Prospects for Agricultural Production and 
Food Supplies in 1947-1948. Reconstruction in Czechoslovakia: O. 
BreLcocurskas and D. L. Guickman. Trends in International Trade 
Policy: W. W. CocuraneE and E. Mortensen. Jute in India and 
Pakistan. F.A.O. Mission to Poland. 

Aprit 1948. World Food and Agricultural Situation and Prospects. The 
International Wheat Agreement. Plans for Expanding Peanut Production 
in British East and French West Africa. Potatoes in the Food Supply 
of Europe. F.A.O. Mission to Venezuela. 


The Quarterly Journal of Economics. 


May 1948. The Concept of Transfers in National Income Estimates: E. R. 
Rouex. The Economic and Political Implications of a Customs Union : 
C. WestTRATE. John Law and John Keynes : E.B.Witson. “ Bargain- 
ing Power” in Price and Wage Determination: C. E. LinpsBtom. The 
Interdependence of Quality Variations, Selling Effort and Price: H. 
Brems. Technological Change and the Equilibrium Level of the National 
Income: E. Ames and A. R. Fercuson. The Constitutional Power of 
the Chief Officer in American Labor Unions: P. Tarr. 


The Annals of the American Academy of Political and Social Science. 


May 1948. Peace Settlements of World War II. 
Jury 1948. Looking toward one World. 


The Journal of Political Economy. 


Aprit 1948. An Experimental Imperfect Market: E. H. CHAMBERLIN. 
Four Reports on Economic Aid to Europe: B. F. Hosexirz. Postwar 
Taxation in Japan: H. SHavetn. The Supreme Court and the Archi- 
tects of Economic Legislation: J. H. Strauss. Supporting Agricultural 
Prices by Concealed Dumping: T. W. Scuuttz. How Sound were 
Private Postwar Forecasts?: L. Barnes. The C.E.D. on Federal Tax 
Reform: O. H. BROWNLEE. 

JUNE 1948. Samuelson’s Foundations of Economic Analysis: The Role of 
Mathematics in Economics. K. E. Boutpine. Its Mathematics: L. J. 
Savace. Some Locational Factors in the Iron and Steel Industry since 
the Early Nineteenth Century: W.Isarp. Some Objections to Marginal- 
Cost Pricing: W. Vickrey. The Recession of 1937-38 : K. D. Roose. 


The Review of Economics and Statistics. 


May 1948. Hachange Rates and the International Monetary Fund: 
CaMILLE GuTtr. Use of the Consumption Function in Short Run Fore- 
casting: R.V. Rosa. A Statistical Note on World Demand for Exports : 
Tse Coun CuHanc. Relation of Agricultural Production to Inputs: 
G. T. Barton and M. R. Cooper. On the Meaning of Full Employment : 
E. Benorr-SMuULLYAN. International Commodity Reserve Standard Re- 
considered : A. ROSENSON. 
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American Economic Review. 

May 1948. Papers and Proceedings of the Sixtieth Annual Meeting of the 
American Economic Association: The Economic Theory of Imperfect 
Competition, Oligopoly and Monopoly: H. G. Lewis and O. Morcen- 
STERN. The Réle of Monopoly in the Colonial Trade and Expansion of 
Europe: E. J. Hamitton and A. P. UsHer. The Progress of Concentra- 
tion in Indusiry: H. F. Houcuton and R. Vernon. Does Large-scale 
Enterprise Result in Lower Costs?: J. M. Buam and J. Dean. The 
Sherman Act and the Enforcement of Competition: W. BERGE and E. 
Kerauver. Patent Policy: F. L. VauacHan and W. H. Davis. A 
Consideration of the Economic and Monetary Theories of J. M. Keynes : 
L. TarsHis and J. W. Wiiti1ams. Keynesian Economics : the propensity 
to consume and the multiplier: A. Smirures. Keynesian Economics : 
savings, investment, and wage rates: C. F. Roos, H. Jones and J. T. 
Duntor. Economics Collides with Ethics: R. E. FLANDERS. An 
Appraisal of the Taft-Hartley Act: E. E. Witte. Fiscal Policy in 
Prosperity and Depression: R. A. MusGRave and C. O. Harpy. 
Problems of Timing and Administering Fiscal Policy in Prosperity and 
Depression : E. E. Hacen and A. G. Hart. Transportation and Public 
Utilities : S. Daacrtt and J. C. Bonsrieut. The Futility of Trust- 
Busting: J. Ise. Factors affecting International Differences in Pro- 
duction : E. C. OLSON. 

JuNE 1948. A Monetary and Fiscal Framework for Economic Stability : 
M. FrrepmMan. Short-Period Price Determination: R. A. GorpDon. 
Toward a Short-Run Theory of Wages: L. G. Reynoxtps. French 
Monetary and Fiscal Policies: D. A. Sniper. Postwar Brazilian 
Economic Problems: J. A. KersHaw. Commodity Currency and Com- 
modity Storage: C. D. Causoyas. Inventory of Public Construction 
Needs : E. J. HOWENSTINE. 


Social Research. 

Marcy 1948. The Marshall Plan in the European Struggle : A. A. BERLE. 
Nationalization in France and Italy: M. Ernaupt. Primitives and 
Peasants in Industry: W. E. Moore. On Strikes and Wages: E. 
Hermann. Veblen and Marx: B. ROSENBERG. 


Econometrica. 


Aprit 1948. A Future Réle for the Econometric Society in International 
Statistics : C. F. Roos. Relative Prices, Say’s Law, and the Demand for 
Money: D. Patrnxin. The Universal Discount as a Means of Economic 
Stabilization: J. G. Baxer. The Short-Term Interest Rate and the 
Velocity of Circulation: J. N. BEHRMAN. LEzact Distribution of Con- 
tinuous Variables in Sequential Analysis : P. A. SAMUELSON. 


The Southern Economic Journal. 

JANUARY 1948. Aspects of the Economics of Population Growth: J. J. 
SPENGLER. What is Responsible Wage Policy? : A.M. Ross. Absence 
of Elasticity in Demand to the Firm: R. A. Lester. Unionism and 
Real Labor Income: G. F. BLoom and N. BEetrer. The Consumption 
Function Controversy : M. BRONFENBRENNER. 


The Southern Economic Journal. 

Aprit 1948. The South’s Stake in International Trade—Past, Present, and 
Prospective: B.U. Rarcurorp. State and Local Taxation in the South- 
east and the War: J. W. Martin. Loutsiana’s State-Sponsored Drainage 
Program: R. W. Harrison. Trends in Per Capita Consumption of 
Foods in the United States since 1920: J. L. Futmer. Occupational 
Mobility and Occupational Outlook: D. Carson. The Income Goals of 
Unionism : C. E. LinpDEBLOgM. 


The Journal of Economic History. 


May 1948. Banking in the Early West: Monopoly, Prohibition, and 
Laissez Faire: B. Hammonp. In Praise of Medieval Tinkers: C. 
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STEPHENSON. Incorporation in New England: a statistical study, 
1800-1875: W. C. Kesster. Italian Leadership in the Medieval 
Business World : R. 8S. Lopez. 


Agricultural History. 


Aprit 1948. Agriculture in Our Economic History: E.D. Ross. I rriga- 
tion and Land Use in Ancient Mesopotamia: J. W. GRUBER. Notes 
on the History of the Word Frontier: F. Moop. The Dawn of High 
Farming in England : Land Reclamation in Early Victorian Days: G. E. 
Fussett. The American Agricultural Wage Earner, 1865-1900: The 
Emergence of a Modern Labor Problem: La Wanpa F. Cox. The 
Social Philosophy of Henry Wise Wood, the Canadian Agrarian Leader : 
W. L. Morton. A Pioneer Adventure in Agricultural Extension: A 
Contribution from the Wisconsin Cut-Over : D. O. THompson and W. H. 
GLOVER. 

Journal of Farm Economics. 


May 1948. Elementary Models in Farm Production Economics Research : 
E. O. Heapy. American Sugar Policy—1948 Version : W.C. PENDLE- 
ton. Farm Planning as a Basis for Extending Agricultural Credit: A. 
Brinser and R. G. WHEELER. The Heart of China’s Problem, the Land 
Tenure System : SHu-Cuine LEE. Data Needs for Agricultural Research 
and Marketing: R. L. Girtetr and M. C. Bonn. Agricultural Data 
Needs in Extension Work: C. D. Caparoon and E. A. JORGENSEN. 
The Use of Agricultural Statistics in Schools : W. H. Esurine and L. M. 
Sasman. The Plight of the Collective Farms : N. Jasny. 


Foreign Affairs. 

Jury 1948. Austria: key for war and peace: K. RENNER. A New World 
Takes Shape: Str Harotp Butter. The Task of Economic Recovery : 
J. H. Wririams. The Czechoslovak Revolution: Sir Rosert Bruce 
LocxHart. Defeat and Democracy in Japan: YASAKA TAKAGI. 
Scandinavia Charts a Course: E. SEmENFADEN. The Outlook for 
Britain: T. Batocu. Malthus and the Principle of Population: R. B. 
Vance. Canada and the Inter-American System: V. Massey. Favour- 
able Omens in Italy: V.Ivetta. East-West Trade and the Marshall 
Plan: W. Dresoutp. The Principles of the Red Cross: M. Huser. 
The European Coal Organization : N. SAMUELS. 


American Affairs. 


Aprit 1948. A Federal Plan for Education. The Rule of Planned Money : 
G. Garrett. Why we Can't Afford Deflation: A. SprouL. Comes 
neat the Capital Levy. England’s Thought of Bankruptcy. 

Juty 1948. The Charter for a Planned World: G. Garrett. Our Global 
Wheat Deal. Confusion of the Planners (‘‘ Ordeal by Planning’’). The 
Right to Strike: F. T. Caruron. 


Review of Social Economy. 


Vou. VI, No. I, 1948. Papers and Proceedings of the Sixth Annual Meeting 
of the Catholic Economic Association. Ethical Aspects of Social Insurance : 
L. F. Buckxtey. Moral Aspects of the Taft-Hartley Act: B. L. Masse. 
Philosophy and Analysis of Recent Union-Control Legislation: C. W. 
Anrop. Teaching Economics in College: J.B. Kenxet. The Teaching 
of Economics in a Catholic Girls’ High School: Sister M. Caurxta. 
Economics a Living Subject: BrortHER MANsuETUS DonocHUE. The 
Nature of Economic Science and tis Relation to Social Philosophy : T. F. 
DIvINE. 

Industrial and Labor Relations Review. 

Apri 1948. The Conciliation Process: W. E. Cuatmers. The Concilia- 
tion Service: V-J Day to Taft-Hartley: E. L. Warren. Principles of 
Arbitration in Wage Rate Disputes: R. Satrer. Hazards in Labor 
Arbitration: H. W. Davey. Recent Legislative Developments Affecting 
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Mediation and Arbitration: I. BERNSTEIN. Arbitration of Labor Dis- 
putes in Great Britain: JEAN A. FLEXNER. Objective: Industrial 
Peace: E. O. SHREVE. A Human Relations Program for Supervision : 
N. R. F. Maier. 

Juty 1948. Labor’s Attitude toward Wage Incentive Plans: S. BARKIN. 
British Trade Unions and the Labour Government : MARGARET COLE. 
Attempts to ‘‘ Radicalize”” the Labor Movement: P. Tarr. The Govern- 
ment of Trade Unions: F.C. Prerson. Union Wage Policy in Bitu- 
minous Coal ; CARRIE GLASSER.- 


The Social Sciences in Mexico and South and Central America. 


Vou. I, No. 3. Economic Situation of Mexico in 1947: A. R. GALInpbo. 
A New Mexico: some observations on general problems and on man and 
the earth: M. T. DE LA PENA. The Restrictions on Importation and the 
Defense of our Currency: A. C. Fiores. Some Problems of Mexican 
Agriculture: J. R. Apame. Rural Mexico: R. Ramirez. Method 
Utilized in the Economic Studies of the Papaloapan River Basin: J. 
Arrotini. Penal Legislation in Mexico (conclusion): R. CARRANCA Y¥ 
TrusItLo. Recent Developments in the Social Sciences in Columbia : 
J. L. Orozco. 

Revue d’ Economie Politique. 


Juty—Aveust 1947. La vie et la pensée de Gaetan Pirou. L’Homme : 
C. Rist, JULLIOT DE LA MORANDIERE, P. Cri&é, R. Picarp, M. RoMANET, 
R. Cassin, MARCELLE-GAETAN Prrovu, H. Gurrron, G. SceLize, R. 
GortTz-GIREY, JEAN-MARCEL JEANNENEY and E. Dotitéans. L’Huvre : 
F. Perroux, R. Marsouri, G.-H. Bousquet, J. WEILLER, G. Marcy, 
H. Denis, B. LAVERGNE, MADELEINE APcHi&é and J. PEYREGA. 

SEPTEMBER-—OcTOBER 1947. La France Economique de 1939 a 1946. 
Avant-propos: C. Rist. La population de la France: H. Bunte. 
L’évolution des prix depuis la guerre (1939-1945) : R. Rivet. Le revenu 
national francais: R. Froment and P. Gavanrer. Dommages, ré- 
parations, reconstruction: J. VeERGEOT. Finances: L. TROTABAS, 
X. P. Vicrevux, A. Poss, J. Dessirimr, P. Haour, H. ANGLADE and J. 
FouRASTIE. 

JANUARY—-FEBRUARY 1948. Karl Marx utopiste: C. Rist. Observations 
sur le probléme de le rareté du dollar: J. TrnBERGEN. Les institutions 
économiques et sociales internationales. Le systéme monétaire de Bretton 
Woods et les grands problémes de Vapres-guerre (1" partie): R. Mossk. 
La notion d’espérance marginale, la théorie générale de J. M. Keynes et le 
probleme de Vintéret: P. Masst. L’Institut d’Btudes de I’ Economie 
brésilienne: MacpELerne Apcuit. Les mouvements économiques 
généraux : P. DieTERLEN. A Propos d’une théorie générale de l’evolution 
économique contemporaine : J. DUMONTIER. 

Marcu-Aprit 1948. Mise en équation de quelques phénoménes élémentaires 
d’économie dynamique: Y. Rocarp. Le systéme monétaire de Bretton 
Woods et les grands problémes d’aprés-guerre: R. Mosse. Revenu 
national, épargne et investissements chez Marz et chez Keynes : C. BETTEL- 
HEIM. Le probléme delacoordinationdes transports etla théorie économique : 
M. AtLais. Avantages et conditions d’une libération de l'économie fran- 
gaise : R. FLorin. 

May—JuNE 1948. Du concept d’équilibre en économie politique: L.-H. 
Duprizz. Le probléme du l’Union économique douaniére : R. CouRTIN. 
La Banque d’exportation et d’importation de Washington : R. SERVOISE. 


Revue de Science et de Législation Financiéres. 


JANUARY-MarcH 1948. L’impét de solidarité et sa mise en application : 
C. Roster. Des rapports entre la fiscalité et Vassainissement monétaire 
aux Pays-Bas: M.J.H. Smeets. La réforme du systéme fiscal frangais : 
G. Morance. La taxe sur le chiffre d’affaires dans l'économie contem- 
poraine : J. DELLAS. 

APRIL-JUNE 1948. Considérations sur les finances de la Confédération 
suisse: E. Rermnnarpt. Le systéme fiscal et la nouvelle Constitution 
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italienne: E.D’ALBERGO. Quelques considérations sur les effets de 
Vassainissement monétaire: L. C. Ameye. L’évolution du systéme 
bancaire britannique depuis la guerre: M. GRANGE. 


Population. 

OcToBER—DECEMBER 1947. Faits et problémes du jour: A. Savvy. 
Santé publique et sécurité sociale: R. DeBRE. La paix et l’accroissement 
de la population dans le Pacifique: W.S.THompson. Rythme maximum 
d’accroissement d’une population stable: L. Henry et P. VINcENT. 
Aspect démographique de la crise des grandes invasions: R. Latoucue. 
Comparaison des revenus et des besoins des familles modestes au I* oct. 
1947: A. Micuot. La ration alimentaire dans les ménages sans enfant et 
dans les familles de trois enfants en 1946: A. Grrarp. Variation des 
dépenses publiques en fonction de la population : G. LECARPENTIER. 

JANUARY—MarcH 1948. Faits et problémes du jour: A. Sauvy. Les 
budgets familiaux en 1946: A. Grrarp. Une étude du budget-temps de 
la femme dans les agglomérations urbaines: J. StoetzeL. Influence 
respective de l’Gge maternel et du rang de naissance sur la mortinatalité. 
La notion de létalité: L. Tasan and J. Surrer. La masculinité par dge 
dans les recensements: L. Henry. La population des Btats-Unis 
d’ Amérique: W.S.THompson, La population de l’Inde: P. MEILE. 


Documentation Economique. 

Vou. VI, No. 23. 

Kyklos. 

Vou. II, No. 1, 1948. Interest Rates, Employment and Changes in Popula- 
tion: J. PEDERSEN. Die Methode der Gesamigrossenbetrachtung: H. 
Bout. Le probléme de la planification dans une économie collectiviste, 
(2° partie): M. Attatis. Gleichgewichtsgedanke und Konjunkturpolitik : 
K. F. Mater. 

De Economist. 


Aprit 1948. De problematiek der welvaartsplanning en haar ontwikkeling 
in de buitenlandse litteratuur, II: Frep. L. Potax. A further instal- 
ment in continuation of the article on Planning in the March issue, 
embracing two further main topics. The first is the relation of Planning 
to the development of scientific knowledge: (i) welfare-planning is 
connected with the evolution of scientific study; (ii) there is a converse 
reaction of Planning on science; (iii) it leads to a co-ordination or pooling 
of knowledge in the fields affected by the welfare-planner. On (i) the 
positions of Adam Smith, Malthus, Ricardo and J. S. Mill are considered ; 
and in conclusion special reference is made to Lerner. Factors leading 
to Planning in the Nineteenth Century are enumerated. On (ii) Plan- 
ning has led to a wider interpretation of the idea of “‘ Science.”” Does 
Science seek only the “‘ true,” or also the “ good,” etc.? The sharpest 
anti-planners are also the protagonists of an orthodox pure theory. 

Recent changes in theory have been in the direction determined by the 

needs of scientific welfare-planning. On (iii) the question is considered 

under various headings. Broadly, Planning calls for a new man: in 
place of the ‘“‘ economic man ” there must be the “ social man.”’ Plan- 
ning is @ means to ends, and a consideration of these ends leads to 
sociology, philosophy, ethics, education. The idea of welfare becomes 
extended, embracing full employment, full nutrition, full health, and 
ultimately the “full life.’ Consequently, total welfare-planning 
demands simultaneous and interdependent thinking. The last, and 
fourth main topic of the two articles, relates to the future of Planning. 

As against the view that the present impulse to planning is ephemeral, 

it is argued that Planning will in future occupy a permanent place in the 

scheme of things; the historical significance of the twentieth century 
will in fact derive the consideration that it will be the century of planning. 

A lengthy list of reasons is given in support of the view that Planning will 

occupy @ continually more significant place in future. Enige opmerkingen 

over de grondslagen der vervangingswaaretheorie: J. L. Mey. A de- 
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tailed reply to the article in the January number on the “ substitution 
theory of value ” which, in effect, was a criticism of a book by Dr. Mey. 

May 1948. Inkomen, consumptie en besparingen: M. A. JANSEN. A 
survey of recent literature dealing with the question of the balanced 
development between the component elements of the national income. 
What is the relation between consumption-outlay and disposable 
income? Precautions necessary in making statistical investigations are 
indicated. The factors affecting the problem are: (a) income; (6b) 
phase of the trade cycle; (c) price-level and price-structure; (d) income 
in the past; (e) other factors, including habits of life. The American 
literature summarised and reviewed consists mainly of the articles by 
Smithies, Livingston and Mosak in EHconométrica in January, 1945; the 
article by Woytinsky in The Review of Economic Statistics, Feb. 1946; 
and “‘ Five Views on the Consumption Function ” (Rev. of Hcon. Stat., 
Oct. 1946). Particular attention is devoted to the two questions of 
(a) the relation of the consumption function to the Cycle; (6) how far 
the discussion should be based on nominal or real income. De persoon- 
lijke lening: J. M. Rees vaAN DEN EnpeE. A discussion of the place 
of “personal borrowing” in the credit system. The character of 
“personal borrowing ” (lending small sums on personal security) is 
social, rather than financial or economic. It is seen on a large scale in 
America in the “‘ Sales Finance Companies,”’ and in the activities of the 
National City Bank of New York. In Belgium, the American example 
has been followed by the Kredietbank of Brussels. The writer argues 
against prejudices that a system which encourages small loans must be 
assumed to discourage foresight and thrift. Loans for other than pro- 
ductive purposes may be justified :_ the risk is also less than is frequently 
supposed. Hen proefschrift over wereldorganisatie: G. Gonacriup. A 
destructively critical discussion of a doctoral dissertation by Mejuffrouw 
A. van Oven on “‘ World-organisation : its desirability and possibility.” 
The central idea of the thesis adversely criticised is that organisation 
should be based on the formation of blocks. 


Openbare Financien. 

Vot. ITI, No. 1, 1948. The Government Budget and the Nation’s Economic 
Budget: G. Coum. La Réforme monétaire, la taxe sur le patrimoine, les 
dépéts bloqués et le fonds de la liquidation monétaire en Tchécoslovaquie : 
J. BerAx. The State and its Budget: J. Marcnau. L’ Adaptation de la 
comptabilité, publique a@ la fonction économique de l’Etat : R. JACOMET. 
La Situation des finances publiques et V’évolution cyclique avant 1939 aux 
Pays Bas: B. Scuenpstox, D. Simons, J. TINBERGEN and F. J. J. 
DaLMULDER. Congrés de la Haye de L’ Institut International de Finances 
Publiques, le 8, 9 et 10 septembre 1947. 

Vou. III, No. 2, 1948. La Création de monnaie comme moyen de finance- 
ment des dépenses publiques : B. NoGaro. Soviet “* Inflation”’ Reform : 
P. HaEnset. La Situation des finances publiques et Vévolution cyclique 
avant 1939 aux Pays Bas, Part II: B. Scuenpstox, D. Srmons, J. 
TINBERGEN and F. J. J. DatmuLpER. Verhogen indirecte belastingen het 
Prijspeil?: M. J. H. Smeets. L’Evolution de la notion du but dans 
Vimpét a destination spéciale : J. A. MONOD DE FROIDEVILLE. 


Schweizerische Zeitschrift fir Volkswirtschaft und Statistik. 


Aprit 1948. Du déséquilibre intercontinental a propos du plan Marshall : 
W. Raprarp. Rechnungsabschlusse von Unternehmungen als Zahlen- 
kollektiv: L. V. Furtan. Zur Wirdigung Karl Mengers: O. Wrtn- 
BERGER. 

Aussenwirtschaft. 

Marcn 1948. Amerika und der Europdische Wiederaufbauplan: G. 
Briers. Europdische Zollunion?: A. BossHarpt. Struktur und 
internationale Bedeutung des Ruhrgebietes: W. HorrmMann. Aussen- 
wirtschaftliche Chronik : Weltwirtschaft: H. BacHMaNN. Schweiz: A. 

BossHARDT. 
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JUNE, 1948. Problémes économiques de la coopération internationale : 
R. F. Harrop. Die Industrialisierung der asiatischen Welt: W. F. 
StrotPeR. Die Aussenwirtschaft Bulgariens seit Kriegsende: G. P. 
STEPTSCHITSCH. 

Giornale degli Economisti. 

SEPTEMBER-OCTOBER 1947. L’organizzazione e la direzione della produzione 
in un’economia socialista: F. Mopiceriant. A thorough plan for a 
socialist economy worked out in terms of Rules for greatest efficiency. 
These are to be followed by each enterprise, and a Research Council is 
suggested for each industry to apply the rules relating to the best number 
of enterprises for each industry, and to ensure the trial of new ideas. 
There are also sections on distribution, finance (with a specimen balance 
sheet of a Socialist State), problems of transition, and the existing 
Russian system. La teoria matematica dei “‘ cicli chiusi ,, e det * cichi 
aperti ,, in economia pura.: G. Senstnt. The argument of the article 
in the July-August 1947 number in terms of mathematical analysis. 
Le “‘ azioni non logiche ,, di Pareto: F. Burzio. Pareto’s fundamental 
division of actions is defended against, among others, the criticisms 
of Croce, and carried further by a subdivision of those actions of civilised 
men which have differing subjective and objective ends. La svalutazione 
monetaria nel ducato di Milano alla fine del Medio Evo: C. M. Crpoua. 
The fall in the value of money following on the political, military, and 
administrative exigencies of the beginning of the modern age. 

NovEeMBER-DECEMBER 1947. Sul concelto di imposta generale: S. STEVE. 
A review of recent discussion on the idea of a tax falling equally on all 
lines of production. Although it cannot be sustained on very close 
examination the hypothesis is useful in practice for analysing the 
effects of fiscal measures, particularly if discussion is confined to a 
stationary, or smoothly moving, economy. II concetio di squilibrio 
fondamentale e le sue applicazioni pratiche : U.Saccuetti. A definition 
of the International Monetary Fund’s “‘ fundamental disequilibrium ” 
largely in terms of Keynes’ relation between money wages, or costs in 
general, and efficiency in each country, and a discussion of the criteria 
by which its existence may be established. Sulle matrici caratteristiche 
di alcuni metodi di interpolazione statistica: V. AMATO. Su una nuova 
logica economica : G. Demarta. Prof. Demaria discusses von Neumann 
and Morgenstern’s theory of economic behaviour. 

JANUARY-FEBRUARY 1948. Prezziemoneta: L. Amoroso. Mathematical 
equations for the general level of prices and the internal structure of 
prices are formed. Inflation is a phenomenon caused from the monetary 
side; deflation is not its opposite but comes from distortion in the 
structure of the economy. Its effects appear on the monetary side. 
Il problema della mano d’opera nelle miniere di carbone del Belgio e 
Vemigrazione italiana: F. Mitone. A disturbing account of the fate 
of those Italians who accepted work in Belgian mines in fulfilment of the 
agreement between the Italian and Belgian governments made in 1946. 
Il problema monetario italiano sullo scorcio del 1944: P. Barri. A 
careful analysis made at the time. Despite the enormous increase in 
the monetary circulation large-scale hoarding and banking of notes made 
ordered monetary reconstruction possible then, though difficult. In this 
the situation of Italy was similar to that of other liberated countries. 
However, having the dollar exchange set at so low a level made Italy’s 
situation less favourable than that of France, though, with the rise of 
prices which subsequently took place, appreciation was impossible. 
An appendix contains tables of the cost-of-living, regional free-market 
price levels to September 1944, and wages for Rome. Alcuni criteri dt 
normalita delle distribuzioni statistiche: LL. Fatxescuini. Problemi 
jinanziari e monetari della Rivoluzione e del Primo Impero francese: G. 
Capano-Donvito. Sensibilita degli indici di concentrazione: E. 
Pizzetr1. A reply to De Vergottini’s criticism in the Jan.—Feb. 1947 
number of the “ delta” index for variations in the distribution of 
incomes. 
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Economia Internazionale. 


May 1948. Speranza di ripresa per Europa: J.J.MoCtoy. Alcune con- 
siderazioni sul problema della scarsita di dollari: J. TrnBERGEN. Il 
sistema delle relazioni economiche internationali : A. DE PretRI-TONELLI. 
La politica statunitense dei prestiti estert : J.B.CoNDLIFFE. Oltre il Piano 
Marshall : B. Griziotri1. Il commercio estero dello Stato Libero Irlandese 
(1924-1947): G. A. Duncan. 


Review of the Economic Conditions in Italy. 


Marcu 1948. Italy’s Foreign Trade Problems : E. VANont. 
May 1948. The Problem of the Cross-Rates of Exchange: C. BRESCIANI 
TURRONI. 
Italian Economic Survey. 


Marcu—Aprit 1948. The European Recovery Programme (EH.R.P.). 
May-JuNE 1948. Means of International Payments. 


Banca Nazionale del Lavoro Quarterly Review. 


JANUARY 1948. Evolution of the Psychology of Work and of Accumulation : 
C. Grint. Some Aspects of Italian Economy and the Theory of Full Em- 
ployment: V. Marrama. Italian Foreign Trade in the Framework of 
World Trade: G. TactiacarRne. The Future of the Italian Iron and 
Steel Industry: O. Sruyieacria. Six Months of Italian Economic 
Policy : L. FEDERICI. 

Aprit 1948. The Content and Use of Estimates of the National Income : C. 
Gini. A Critical Examination of the Italian Tax System : C. Coscrant. 
Aspects and Problems of the Italian Stock Market: G. Manornt. The 
Participation of Foreign Capital in Italian Joint-Stock Companies at the 
Outbreak of the Second World War: E. Rienzi. 


Critica Economica. 


SEPTEMBER—DECEMBER 1947. La funzione del credito: C. Ropano. 
Commercio estero e cambi: G. Cari. Agricoltura e industria: G. 
Mepici. Inche senso si pué parlare oggi di scienza economica “‘ borghese”’? : 
V. Anciotini. La legge della caduta tendenziale del saggio del profitto e la 
critica revisionisia : G. PIETRANERA. 

JANUARY—-FEBRUARY 1948. Nostro Paese: A. P. Il Piano Marshall : 
A. PresentI. L’Italia e la cooperazione economica europea : P. CAMPILLI. 
Perché il Piano Marshall? : G. Srammati. Annotazioni in margine 
aVE.R.P.: G. Carui. La Conferenza dell e Nazioni Unite sul com- 
mercio e sull’occupazione : M. MaRceLLetTtTI. Considerazioni sugli studi 
per l’ Unione dogonale italo-francese : S. PARBONI. 

Marcu-Aprit 1948. Aspetti della politica finanziaria: G. Borearta, 
La disciplina det consorzi industriali ; aspetti del problema ed orienta- 
menti legislativi: C. AtHaique. Sindacati e “ concorrenza mono- 
polistica”” ; F. ANTOLINI. 

LD’ Industria. 


No. 1, 1948. Possediamo ura nuova scienza economica ?: F. pi FENIZzI0. 
Quali investimentt sarebbero necessari in Italia ad una politica di pieno 
tmpiego: P. GENNARO. Problemi e prospettive dell’ industria dolciaria 
italiana: A. VatEri. Interpretazione economica dei campi di con- 
centramento tedeschi : M. FeRMAR. 


Moneda y Crédito. 


DEcEeMBER 1947. El Derecho como superador de antagonismos: J. W. 
Hepemann. La inflacién: A.V. Parvo. La reconstruccién econémica 
de Gran Bretaia : ¥. Escrrpano. La energia nuclear: J. L. Grasset. 
La Hacienda publica Keynesiana : L. B. FLOREZ. 


El Trimestre Economico. 


JANUARY-MaRrcH 1948, El impuesto sobre la renta y la economia nacional : 
R. Facto. La cooperacién econémica interamericana: L. E. Nieto 
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ARTETA. La economia como organismo: J. Bazant. Programa para 
un estudio de la economia argentina : A.FRonpizI. Bancacentral nacional 
y economia internacional: R. Trirrin. Comentarios sobre “‘ Banca 
central nacional y economia internacional”: G. HABERLER. China 
debe volver a su antiguo patron plata: C. J. Fox. 


Revista de Ciencia Aplicada. 
JANUARY—Marcu 1948. Pliopolio en la industria del automévil en Estados 
Unidos ; FERMIN DE LA SIERRA ANDRES. 
APRIL-JUNE 1948. Teoria de la estabilidad del cambio y su aplicacién a la 
balanza comercial britanica : E. DE FIGUEROA. 


Revista Brasileira de Economia. 


No. 1, Sepremper 1947. A Politica Monetéria para 1947: O. G. DE 
BuiHoes and J. Kineston. Taxa Cambial: J. Karurt. A distri- 
buigao da populagao do Brasil, segundo ramos de atividada : G. Mortara. 


Indez. 
No. 176. June 1948. Economic Survey, March—May 1948. 


Dkonomi og Politik. 


JutyY-—DECEMBER 1947. Sovjetunionen under den fjerde Femaarsplan. 
Eire efter 2. Verdenskrig. Argentina: A. AAGESEN. Krigsfinanstering 
under den anden Verdenskrig. Indiens Deling. Den nye Devaluering 
af den franske Valuta. Den internationale okonomiske Udvikling. 
Den okonomiske Udvikling i Danmark. Politisk Kronik. 


Europa-Archiv. 


Aprit 1948. Die amerikanische Uberbriickungshilfe fiir Frankreich, 
Italian und Osterreich. Die Entwicklung der Ministerien in Russland. 
Die Lage der Wéhrungen nach Beendigung des zweiten Weltkrieges. 
Materialien zur deutschen Sozialversicherung. 

May 1948. Die Konferenzen des CEEC im Rahmen des europdischen 
Wiederaubbauprogramms. Das System der Provisorien, Vierter Teil. 
Die Welthandels-Charta. Soziale Versicherung und soziale Fiirsorge in der 
Sowjetunion: GiseLA Avucustrin. Materialien zur deutschen Sozial- 
versicherung. 


Monatsberichte des Osterreichischen Institutes fiir Wirtschaftsforschung. 


XX. JAHRGANG, Heft 11, 1947. Reports on Economic Conditions in 
Austria. Beilage Nr. 3. Die wirtschaftliche Lage Ungarns. 

XX. Janrcanc, Heft 12, 1947. Reports on Economic Conditions in 
Austria. Beilage Nr. 4. Die Ernéhrungsbilanz Osterreichs im Wirts- 
chadtsjahre 1946-1947. . 

XXI. JauRGanc, Heft 1, 1948. Reports on Economic Conditions in 
Austria. 

XXI. Heft 3, 1948. Reports on Economic Conditions in Austria. 

5. SONDERHEFT. Gesamischau der Gsterreichischen Wirtschaft im Jahre 
1947. 

Monatsberichte. 

XXI, Herr 4, 1948. Reports on Economic Conditions in Austria. Beilage 
Nr. 7. Das ésterreichische Preissystem und seine Verdnderungen nach 
dem Wdahrungsschutzgesetz. 


Obzor Ndrodohospodarsky. 

(All contributions are written in Czech and each issue of the journal 
contains also a review of current economic conditions in Czechoslovakia.) 
No. 1, SEPTEMBER 1947. Czechoslovak Commercial Policy: L. CHMELA. 

International Exchange Rates: J. V. MuApex. Currency and the 
Tourist Trade : J. CHarvAT. The economic development of Czechoslovakia 
in the first half of 1947. 
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No. 2, OcroBER 1947. Some problems of a parallel monetary standard : 
M. Horna. A long-term plan as a condition of economic stability: K. 
DotezeL. The French plan of modernisation: A. PoxAceK. The 
economic development of Czechoslovakia in July and August 1947. 

No. 3, NovEmMBER 1947. The second budget of the two-year plan: B. 
SpACm. The Charter of the International Trade Organisation : L. BENDA. 
Internal financial problems of Great Britain during and after the War: 
J. ZimMER. Economic development of Czechoslovakia during September 
1947. . 

No. 4, DECEMBER 1947. Keynes’ theory of full employment: J. R. Hioxs. 
Some comments on the definition and contents of monetary policy: V. 
Svopopa. Economic development of Czechoslovakia during October 1947. 

No. 5, JANUARY 1948. Some comments on the definition and contents of 
monetary policy (ctd.): V. Svopopa. Planning in Great Britain: J. 
Sommer. Economic development of Czechoslovakia during November and 
December 1947. 

No. 6, Fepruary 1948. The Geneva Tariff Agreements: O. CouFAL. 
The Anti-inflationary policy in England: QO. Zrea. The Currency 
Reform in the U.S.S.R.: M. Horna. 

No. 7, Marcw 1948. National Insurance: Z. NEUBAUER. Our foreign 
balance in 1948 : K. Hupec. The future of foreign trade : K. DoLEZau. 

No. 8, Aprit 1948. A teleological explanation of the economic system and 
the ascertainment of the national income : M. STApDNixK. 

No. 9, May 1948. Public Finance in the war-period and during the period 
of reconstruction: U. K. Hicks. Tourism as an item in consumption 
expenditure: J. CHarvAtT. Post-war changes in Polish foreign trade : 
M. ZELENKA. 


Revue de la Faculté des Sciences Economiques de l’ Université d’ Istanbul. 


OcroBeR 1946—Juty 1947. Vereinzelung: A.-Ristow. Zum Problem 
der gesellschaftlichen Klasse : A. YALQIN. 





NEW BOOKS. 


British. 


Basu (S. K.). Recent Banking Developments. Calcutta: The 
Book Exchange, 1947. 9”. Pp. 382. Rs. 12-8. 

[This is a second edition of a book first published in 1946 and noted in the 
Economic JouRNAL of March 1947. It has been considerably revised and 
brought up-to-date.] 

Bonn& (A.). State and Economics in the Middle East. London : 
Routledge and Kegan Paul, 1948. 8}. Pp. xiv + 427. 30s. 

[To be reviewed.] 


Castor and Potitux. Cuckoo in the City. London: ‘“ Views,” 
1948. 7}. Pp. 76. 5s. 


[‘“‘ Let our traders trade, free our money and our economic problems will solve 
themselves’’ . . . “‘ What is wanted above all else is a stable money standard 
of valuation.” What is proposed is a system of international clearing in terms 
of gold through the Royal Exchange, for which the Treasury should “ mint and 
lend 50 million gold sovereigns of the same weight as, say, a four- or five-dollar 
piece of the United States.’’] 

Civil Servants, the facts. London: Staff Side of the Civil Service, 
National Whitley Council, 1948. 7. Pp. 30. Free. 

[This pamphlet, produced by the Staff Side of the Civil Service, National 
Whitley Council, is designed to show what civil servants do, their distribution 
between different departments and the reasons for the recent growth of numbers. 
It concludes by urging that the size of the civil service is primarily dictated by the 
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decisions of Parliament and the wishes of the electorate; that civil servants 
have faithfully served all governments, regardless of party, but that, if the 
political opponents of socialism and nationalisation hold civil servants up to 
obloquy, there is a danger of fostering a “‘ political ” civil service; that pressure 
to reduce numbers must be unrealistic unless accompanied by detailed proposals 
curtailing functions; that public administration is a competent and very hard- 
worked profession; that the carrying out of their duties often entails necessary 
but unpalatable actions. ] 


Cor (A.). Economics for Everyman. London: Chapman & 
Hall, 1948. 83”. Pp. xii+ 275. 15s. 


[To be reviewed.] 


Co-operators’ Year Book, 1947-48. Leicester: Co-operative 
Productive Federation Ltd., 1948. 7”. Pp. 112. ls. 


[This is the fiftieth issue of the Co-operators’ Year Book. After an introductory 
chapter on “‘ Socialism and Workers’ Control of Industry,” by A. R. Perkins, 
we are given short surveys by various authors of co-operation in other lands— 
France, Czechoslovakia, Yugoslavia, Hungary, the U.S.S.R., Palestine, China 
and India.] 


Guose (B. C.) and Sryua (B.). Planning for West Bengal. Bom- 
bay : Oxford University Press (London : Geoffrey Cumberlege), 1948. 
7’. Pp. 37. 

[The authors set out certain objectives for a plan for West Bengal. It is not 
easy to judge how practicable these objectives may be. No satisfactory national 
income estimate exists, but in a footnote a rough estimate of about Rs. 412 crores 
at 1943-44 prices is given. The total aim is said to be about Rs. 780 crores at 
about comparable prices. The increases aimed at vary from about 8% for rice 
to a doubling of clothing, and a sixteen-fold increase of sugar. Large develop- 
ments of social services are included. One of the authors is now a member of the 
West Bengal Cabinet. ] 


Harrop (R. F.). Towards a Dynamic Economics. London: 
Macmillan, 1948. 7}. Pp.ix + 169. 7s. 6d. 
[To be reviewed. ] ‘ 


HEINEMANN (Marcot). Coal Must Come First. London: 
Frederick Muller, 1948. 74’. Pp. 72. 2s. 6d. 


[Miss Heinemann, in this pamphlet written for the Labour Research Depart- 
ment, begins by stressing the extent to which in 1947 coal was the limiting factor 
in British recovery. The decline of 35 million tons in British exports has been 
one major factor delaying European recovery. The over-riding problem, she 
argues, is a decline of manpower from 780,000 in 1938 to 692,000 at the end of 
1946, reinforced by the greater average age of those who remain. But, partly 
through pre-war failure to invest in improved machinery and new technical 
methods, partly through war-time neglect, the physical equipment of the industry 
was in poor shape at the time of nationalisation. The first year of nationalisation 
brought improvement both in numbers and in output per man-shift. But to 
get the output required in conditions of full employment, Miss Heinemann 
argues, ‘“‘ we have got to put miners at the top of the scale for wages and 
conditions.” She examines in two chapters the present position in regard to 
each of these. She comes next to the more thorny problems of re-equipment, 
improvement of efficiency, and the control of the industry. She is critical of the 
present speed of modernisation. About the control of the industry she has little 
to say that is new; she stresses the strong element of ex-directors of collieries 
on the national and regional boards, and the continued sense of remoteness of 
the men from any feeling of control over their own destinies. This is a useful, 
well-informed study. If it has no ready answers, it is probably because ready 
answers to the problems of the coal industry are very rightly suspect.] 


Imperial Institute. Annual Report, 1947, by the Director Sir 
Harry Lindsay, K.C.I.E., C.B.E., to the Board of Governors. London: 
Imperial Institute, 1948. 10’. Pp. 77. 


(This annual report includes discussions of action being taken to create new 
sources of supplies of a number of scarce materials. ] 
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Institute of Chartered Accountants in England and Wales. List of 
Members 1948. London: Council of the Institute, 1948. 8’. Pp. 911. 

[This list of members also includes a list of the Council of the Institute, 
its Committees and its District Societies, and a topographical list of members 
and firms covering not only the United Kingdom but also those other countries, 
mainly in the Empire, in which members of the Institute practice. ] 

Jones (F. H.). The Accounting Requirements of the Companies 
Act, 1947. London: British Association of Accountants and Auditors, 
1948. 83’. Pp. 26. 

[A short summary, primarily addressed to accountants and company secre- 
taries, of the requirements of the new Companies Act.] 

Logan (H. A.) and Inman (M. K.). A Social Approach to Eco- 
nomics. Toronto: University Press, 1939. 9”. Pp. xvi+ 659. $4.25. 


[To be reviewed. ] 


MacseaTH (A.). Depreciation and Renewal of Assets having 
Fluctuating Values. London: Gee, 1948. 8}. Pp. 35. 4s. 

[The main interest of this pamphlet to economists is that it suggests a technique 
for enabling provision to be made for continuous fluctuation in money values and 
replacement costs—a weak point in the vast majority of depreciation schemes. ] 

McKirrerick (T. E. M.). Russian Economic Policy in Eastern 
Europe. London: Fabian Publications Ltd., and Victor Gollancz, 
1948. 8”. Pp. 40. 2s. 

[An exceedingly interesting attempt to describe the methods by which Russia 
has developed her own trade with the countries of Eastern Europe and the 
regional trade between them, and to show the political and economic alternatives 
that she has developed to the Marshall Plan.] 

OLivieR (MARGARET) (Ed.). Sydney Olivier. Letters and Selected 
Writings. With some impressions by Bernard Shaw. London: Allen 
& Unwin, 1948. 84’. Pp. 252. 15s. 


[To be reviewed. ] 


Optical Goods. Investigation into an Alleged Combine in the 
Manufacture and Sale of Optical Goods in Canada. Ottawa: Depart- 
ment of Justice, 1948. 10’. Pp. 107. 25 cents. 

[An examination of the Combines Investigation Commission into an alleged 
combine in the manufacture and sale of optical goods in Canada. ] 

The Press, 1898-1948. London: The Newspaper World, 1948. 
11”. Pp. 160. 2s. 6d. 

[This interesting account of the history and present activities of the Press is 
published in honour of its golden jubilee by The Newspaper World.] 

Rasamaa (H.). East and West. Facts from Behind the Iron 
Curtain. The Moulding of Soviet Citizens. London: Boreas Publish- 


"ing Co., 1948. 8}”. Pp. 60. 3s. 


(This pamphlet is written by an Estonian who was a teacher at the time of the 
first Soviet occupation of his country. From the way that education was used 
in Estonia as an instrument in the process of moulding the mentality of the 
citizen from the cradle to the grave, he deduces the use to which it is put in the 
U.S.S.R. itself. ‘‘ Having taught generations of young people to distrust and 
denounce one another, it has-created an army of completely immoral beings who 
will not hesitate to march, conquer, rob and kill at the behest of their task- 
masters.’’] 


Register of Research in the Social Sciences in Progress and in Plan 
No. 5, 1947-48. Cambridge University Press (for the National In- 
— of Economic and Social Research, London), 1948. 10’. Pp. 

- 12s. 6d. 


(This, the first issue of the annual Register of Research in the Social Sciences 
to be published in the ordinary way, has been prepared by Mrs. Stone of the 
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National Institute of Economic and Social Research, with the advice of an 
Editorial Committee composed of Dr. F. A. Burchart, Dr. D. Glass, Dr. Ethel 
Lindgren and Mr. G. Woledge. The main body of the Register is arranged under 
fourteen broad subject heads, of which that on Economics has five sub-heads and 
three others are also sub-divided. Within subject heads, the various pieces of 
research are arranged under the institution in which the research is conducted, 
with a separate, and similarly arranged, section covering Ph.D. Theses. But to 
make it as easy as possible to meet different requirements for which the Register 
might be used, there are three separate supplementary indexes. The first is an 
index of institutions, and enables a reader to trace al] the entries relating to any 
one institution. The second is a subject index of much greater refinement than 
the broad classifications of the Register itself. The third is an index of research 
workers’ names. Since the number of entries totals 786, the task of com- 
pilation is a heavy one. It should be of the greatest value in enabling workers to 
discover what work is proceeding in different parts of the field in which they are 
interested, and also in showing what subjects are still comparatively untouched. ] 

Ricu (E. E.) (Ed.). Hudson’s Bay Record Society, X. Part of 
Dispatch from George Simpson Esq. Governor of Ruperts Land to the 
Governor and Committee of the Hudson’s Bay Company, London. 
March 1, 1829. Continued and Completed March 24 and June 5, 
1829. With an introduction by W. Stewart Wallace. London: 
Champlain Society (for the Hudson’s Bay Record Society), 1947. 
94”. Pp. lii + 277. 

[To be reviewed.] 

Rosson (W. A.). Public Administration To-day. London: 
Stevens, 1948. 73’. Pp.26. 2s. 6d. 

[In this Inaugural Lecture, Prof. Robson asks two questions: Are we making 
the most efficient use of our resources of political energy, administrative ability 
and experience? Are contemporary trends in conformity with the best demo- 
cratic principles? Both these questions he would answer in the negative. 
He holds that there has been too much centralisation, so that local democratic 
government is in danger. He argues the case for a small Cabinet. He is at his 
best, however, in discussing the general relationships of the legislative, the 
executive and the judiciary, as they are evolving in a world in which the field of 
administration is constantly being extended and complicated. He argues 
in particular the need “ that administration should be tempered by law if it is to 
be acceptable to the British people.’’] 

Satvi (P. G.). Commodity Exchanges. With special reference to 
India in General and Bombay in particular. Bombay: The Co- 
operators’ Book Depot, 1947. 9’. Pp. xiii + 237. Rs. 15. 

[This gives a competent and well-informed account of the organisation, 
development and functions of Indian Commodity Exchanges, with special 
reference to the grain and oilseeds markets in Bombay. It is, however, some- 
what disappointing on the theoretical side, as the author tends to assume, rather 
than to argue, the superiority of competitive price determination, and fails to 
analyse the results of war-time bulk purchase and sale. He makes sensible 
recommendations for the prevention of speculation and abuse of the machinery 
of the Exchanges in India.] 

TILLYARD (Str Frank). The Worker and the State. New edition. 
London : Routledge, 1948. 84’. Pp.xii + 302. 16s. 

[To be reviewed. ] 

Witper (J. A.). The Polish Regained Provinces. London: 
William Hodge, 1948. 7}. Pp. 109. 5s. 

[A study of the situation in the Polish regained provinges down to the autumn 
of 1946. Part I deals with the Economic and political aspects of the provinces, 
and Part II with what has been achieved by Poland in the first year of her 
administration. ] 

Wricut (F. J.). Commercial Law. Vol. I. London: English 
Universities Press, 1948. 84’. Pp. xiii + 244. 8s. 6d. 

[A text-book designed for students in commerce rather than in law. Its 
purpose is to set out the chief principles. Part I deals with the legal system, the 
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divisions of the law, the development of common law, statute law, the common 
law and mercantile law, the courts, and the scope and broader principles of com- 
mercial law. Part II deals in ten chapters with the general principles of the law 
of contract and occupies about half the total space. Part IJ! contains two 
chapters on personal relationships in contracts. Part IV is concerned with 
property and property rights. ] 


American. 


AxsraMovitz (M.). The Réle of Inventories in Business Cycles. 
Occasional Paper 26. New York: National Bureau of Economic 
Research, 1948. 9’. Pp. 26. 50 cents. 


{[Dr. Abramovitz’ pamphlet is substantially a paper read to the Econometric 
Society in December 1947. It summarises, without attempting to give the 
statistical results, the first-fruits of a large study into cyclical fluctuations in 
commodity stocks that is being undertaken by the National Bureau. Dr. 
Abramovitz emphasises the great importance of stock changes. Inventory 
investment was equal to about 23% of the average expansion from trough to 

ak in five inter-war business cycles and inventory disinvestment to about 47% 
of the decline during contractions. He stresses also the importance of dis- 
tinguishing the various elements in inventories, raw materials (about 4%), 
work in progress (about 20%), finished goods (about 40%), which are apt to 
behave very differently, particularly in respect of timing of changes. We shall 
await with great interest the appearance of Dr. Abramovitz’ larger study. ] 


BotuincerR (L. L.) and Tutty (A. H., Jr.). Personal Aircraft 
Business at Airports. Boston : Graduate School of Business Adminis- 
tration, Harvard University, 1948. 8”. Pp. 348. $4.25. 


[This monograph in the aviation-research programme of the Harvard Business 
School is concerned with the economic problems of the business, usually small, 
done by local aircraft operators. The bulk of the trade is instruction and the sale 
of light aircraft to pupils. In 1946, as in the years after 1918, there was brisk 
business, but 1947 saw a collapse and many, like their predecessors of a generation 
earlier, are now faced with lean times at best and bankruptcy if they are not both 
clever and lucky. Those who have expanded beyond the small scale are par- 
ticularly vulnerable. This book examines all the problems of capital require- 
ments, profitability, rents, landing charges and the like.] 


BreBNeER (J. B.). North Atlantic Triangle. Yale: University 
Press (London: Geoffrey Cumberlege), 1945. 94’. Pp. xxii + 385. 
27s. 6d. 

[To be reviewed. ] 


Burns (A. F.). The Cumulation of Economic Knowledge. 
(Twenty-eighth annual report of the National Bureau of Economic 
Research.) New York: National Bureau of Economic Research, 
1948. 9”. Pp. 74. 


[The main body of this report is a summary of the immense and widespread 
activities of the National Bureau, including a number of interim reports of work 
in progress that will whet the appetites of many readers. In an introductory 
note Dr. Arthur F. Burns reminds us that ‘‘ economic knowledge is so obviously 
inadequate for coping with society’s ills that we sometimes lose sight of the 
progress that has been made in recent decades.’’ He proceeds to compare the 
methods of work and the field of knowledge of a college teacher of thirty or forty 
years back with the far greater opportunities that are gradually opening up to-day. 
Certainly for the United States economy vastly detailed knowledge is gradually 
accumulating. But it applies even then to an only partially closed economy. 
Who will be the first to do for the world economy what Kuznets, Stone and many 
others have done in the way of creating the material for the understanding of 
national economies ?]} 


Cowles Commission for Research in Economics. Report for 
1947. University of Chicago: Cowles Commission for Research in 
Economics, 1948. 9. Pp. 24. 


{A record of the research in econometrics and other fields conducted by the 
Cowles Commission in 1947.] 
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Dovatas (L. V.), Skar (R. O.) and Price (R. G.). Modern Busi- 
ness. An introduction to principles and problems. New York and 
London : McGraw-Hill, 1948. 9”. Pp.x+ 417. 2ls. 

[To be reviewed. ] 

Duranvd (J. D.). The Labor Force in the United States, 1890- 
1960. New York: Social Science Research Council, 1948. 9’. Pp. 
xviii + 284. $2.50. 

[To be reviewed. ] 

The Economics of the Guaranteed Wage. Washington, D.C.: 
Chamber of Commerce of the United States, 1948. 73’. Pp. 25. 
20 cents. 

[This Report of the Committee on Economic Policy of the U.S. Chamber of 
Commerce, after surveying the needs of flexibility and of growth and decline, not 
only as between industry and industry, but still more as between firm and firm, 
concludes that the objectives of the guaranteed wage can be better met by more 
general measures to maintain a high level of employment. It recognises, never- 
theless, that there will be individual cases where more can be done to stabilise 
operations, and to give security of continued employment. ] 

Federal Grants-in-Aid. The anatomy of the problem. Washing- 
ton, D.C.: Chamber of Commerce of the United States, 1948. 9”. 
Pp. 34. 50 cents. 

[There are, according to the estimates of this pamphlet, thirty-three States 
which gained and sixteen which lost through federal grants-in-aid. Of the 
sixteen losers, thirteen had higher per capita income than twenty-seven of the 
thirty-three gainer States, and in that sense the federal revenues were used to 
improve aided services in poorer States. This report asks whether the whole 
health of the American politico-economic system may not be affected, for better 
or worse, as the result of pressure groups, impacts on the tax structure, and so on.] 

GitLtow (A. L.). Economics of the Mount Hagen Tribes, New 
Guinea. (Monographs of the American Ethnological Society, Edited 
by Marian W. Smith, No. XII.) New York: J. J. Augustin, 1947. 
93”. Pp. xi+ 108. $2.75. 

. [To be reviewed.] 

GREENOUGH (W. C.). College Retirement and Insurance Plans. 
New York: Columbia University Press (London: Geoffrey Cumber- 
lege), 1948. 9’. Pp. xii + 274. 22s. 

[This detailed study of the existing arrangements for pensions and other 
retirement schemes for teachers in the universities of the U.S.A. and Canada 
discloses a wide variety of arrangements, some apparently generous, others far 
less so. The absence of any universal arrangement, comparable to the British 
F.S.S.U. scheme, common to all colleges, when combined in some cases with 
forfeiture in case of resignation before retiring age, clearly acts to impede move- 
ment and change. It is shown to result in reduced willingness of less competent 
teachers to move and apparently also in a greater willingness of younger and 
more competent men to move early, while there is little to forfeit.] 

HALTERMAN (J. F.). Industrial Relations Policy, Arthur Guinness, 
Son & Co. Ltd., St. James’s Gate Brewery, Dublin, Eire, 1914-1937. 
University of California: Santa Barbara College (J. F. Halterman), 
1948. 9”. Pp. 60. 

[An account of the wages and employment conditions in Guinness’s Brewery. 
The most interesting point that emerges is the very large proportion of regular 
staff, with an exceedingly low turnover (described as “‘ practically non-existent ”), 
and the very long average service. ] 

Harvz (L.). Economic Policy and Democratic Thought : Pennsyl- 
vania, 1776-1860. Cambridge: Harvard University Press (London: 
Geoffrey Cumberlege), 1948. 84’. Pp. xii + 366. 22s. 

[Dr. Hartz, who is Assistant Professor of Government in Harvard University, 
has studied in detail the relations between Government and economic life in 
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Pennsylvania during the period from the Revolution to the Civil War. But his 
work makes it quite clear that it is wrong to assume that the Revolution led to 
any complete and general adoption of laissez-faire theories. The book is divided 
into three parts. In the first, Dr. Hartz discusses the theory of business and 
politics. In the second, he deals with the State as promoter and entrepreneur. 
In the third, he is concerned with the State as regulator. In the final part, with 
the myth of laissez-faire. His general conclusion is that democratic thought in 
Pennsylvania was based on a much broader view of State economic action than 
had generally been supposed. ] 

International Migration and One World. New York: National 
Committee on Immigration Policy, 1948. 8}. Pp. 107. 25 cents. 

[This is the third in a series of studies by the National Committee on Immigra- 
tion Policy, and was prepared by Miss Marian Schibsby under the editorship 
of Dr. W. S. Bernard. The author considers the important part played by 
immigration in the past in extending western civilisation and in bringing the 
peoples of the world nearer together. She points out how, after years of re- 
strictions which had almost strangled immigration, many of the great countries 
of the world are once again welcoming peoples from other lands. Though, 
unfortunately, America has not so far done much to alter her immigration laws, 
there are signs of new movements afoot. ] 

Lent (G. E.). The Impact of the Undistributed Profits Tax, 
1936-1937. New York: Columbia University Press (London: 
Geoffrey Cumberlege), 1948. 9’. Pp. 203. i4s. 

[Prof. Lent analyses the effects of the short-lived undistributed profits tax 
imposed in 1936 and repealed in 1938. He estimates that its short-run effects 
were to reduce corporation savings by $1.4 billions a year, of which $0-4 billions 
were diverted to the Federal Government through taxes; about $0-5 billions 
were added to expenditure on consumption; about $0-5 billions were added to 
personal savings. The net effect was thus to reduce total savings by about 
$0-9 billions. Prof. Lent criticises both the long-run and the cyciical effects of the 
tax.] 

Rostow (E. V.). A National Policy for the Oil Industry. New 
Haven: Yale University Press (London: Geoffrey Cumberlege), 
1948. 9”. Pp. xvi+ 173. 14s. 

[To be reviewed. ] 


Rotu (C.). The House of Nazi—Dojia Gracia. Philadelphia : 
Jewish Publication Society of America, 1948. 84’. Pp. xiii + 208. 
$3.00. 

[This is a record of a woman, Gracia Nasi, who, born in 1510, married into 
the famous banking family of Mendes. When she was twenty-six her husband 
died, and she took over the vast and widespread commercial interests of the 
family, with Antwerp, Venice, Ferrara and later Constantinople as the centre of 
activity. Outwardly a Christian, she was in concealment a Jewess, and in 
Constantinople became a great focus of Jewish life. The book tells of the plots 
and intrigues against the persecutions of the Inquisition. ] 

SAMUELSON (P. A.). Economics. An introductory analysis. New 
York and London: McGraw-Hill, 1948. 9’. Pp. xx + 622. 27s. 

[To be reviewed. ] 

Smiru (T. Lynn). Population Analysis. New York and London : 
McGraw-Hill, 1948. 9’. Pp. xii+ 421. 27s. 

[Reviewed in this issue. ] 

SPENGLER (E. H.) and Kiein (J.). Introduction to Business. 
New 3rd edition. New York and London: McGraw-Hill, 1948. 
9”. Pp. xiii + 671. 27s. 

[To be reviewed. ] 

SToLPER (G.). German Realities. A guide to the future peace of 
Europe. New York: Reynal & Hitchcock, 1948. 8”. Pp. x + 340. 
$3-75. 

[To be reviewed.] 
No. 231.—vo., LvuI. 











460 THE ECONOMIC JOURNAL [SEPT. 


Swain (J. E.). A History of World Civilization. New York 
and London: McGraw-Hill, 1947. 9’. Pp. xvii+ 797. 27s. 

[Dr. Swain, Professor of History at Muhlenberg College, has set out to write 
in a single volume a conspectus of human history. It need scarcely be said 
that it is packed with matter. Within the first 109 pages of text the whole of 
pre-history and the ancient empires are disposed of. The classical civilisations 
occupy the next 150 pages, and the middle ages are completed before page 350. 
Thus more than 400 pages can be reserved for the development of the national 
cultures and the modern world. Here is an immense volume of tidily and 
systematically arranged information. You may learn a little about post- 
impressionist art, American architecture, fascist theory, synthetic chemistry, 
or even “‘ that not until the close of the [nineteenth] century did economics cease 
to be a collection of rules based upon pecuniary logic and become a real social 
science.”” But somehow Dr. Swain has neither the literary style nor the qualities 
of genius which enabled Wells to present world history in a volume of thrilling, 
lively and contentious narrative with a unity of thought running through it all. 
Brevity descends a little too often into platitude. Perhaps the last two sentences 
of his book may stand as an example: ‘‘ Revolutions could be prevented if all 
tendencies were permitted to follow evolutionary lines. Intelligence, tolerance 
and industry are three invaluable characteristics that man must cultivate if he 
expects to reach the goal of accomplishment that he deserves.’’] 


Umpreit (M. H.), Hunt (E. F.) and Kinter (C. V.). Fundamentals 
of Economics. New York and London: McGraw-Hill, 1948, 9”. 
Pp. xi+ 461. 22s. 6d. 

[To be reviewed.] 

Wage Drives and the Outlook for Tomorrow. Washington, D.C.: 
Chamber of Commerce of the United States, 1948. 9’. Pp. 20. 10 
cents. 

[This pamphlet examines the dangers of inflation and the part that wage 
advances play in it.] 

French. 


BarrzkrE (A.). Les Crises de reconversion et la politique économique 
d’aprés-guerre. Paris: Librairie Marcel Riviére, 1947. 10’’. Pp. 221. 
230 frs. 

[The author begins by distinguishing the process of reconversion and the 
final crisis of reconversion—defined as the crisis produced by the transformation 
from the war economy to the peace economy—from more normal cyclical move- 
ments. He examines the specific features of a war-time economy, of the 
structural and conjunctural factors making for disequilibrium in the process of 
reconversion, and the features of the reconversion cycle. He studies these 
problems in the environments of the U.S.A., the United Kingdom and France 
over the years 1919 to 1922. In the second part of the book he goes on to 
examine possible remedies, beginning with an analytical study, and going on to 
see how problems were handled in the three countries mentioned above. 
Finally he discusses the techniques used in the United States and in France since 
the Second World War.] 


Belgian. 

VERSCHRAEGHEN (L.). Contribution a l’interprétation biologique 
de la politique. Brussels: Office de Publicité, 1947. 93”. Pp. x+ 
142. 

(Demography, economics and soc*ology are considered in terms of concepts 


and methods used in physical chemistry and biology. The book was written 
during the war when only general treatises were available to the author.] 


Dutch. 


Stoxvis (H. J.). Bretton Woods en het Internationaal monetair 
bestel. Leiden: Stenfert Kroese, 1948. 8}’’. Pp. 448. F. 12.75. 


[To be reviewed.] 
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Verpoorn (P. J.). Arbeidsduur en Welvaartspeil. Leiden: 
H. E. Stenfert Kroese’s Uitgevers-Mij, 1947. 9”. Pp. 275. 


(This is a very careful survey, both theoretical and historical, of the various 
questions relating to the length of the working-day, and of the relations between 
duration of work and productivity and the general question of welfare. It is 
pointed out that the idea of sacrificing material welfare in order to attain greater 
leisure came comparatively late. A lengthy discussion is devoted to the question 
of the optimum duration of work from the point of view of the employer. The 
employers’ view on the desirable length of the working day is affected by considera- 
tion of whether payment is by the day, by the “ piece,” or by the hour. The 
comparative advantages of reduction of staff, of reduction of working time, and 
if reduction of working-time, the means of effecting it, are considered. There 
follows a corresponding consideration of the factors which affect the optimum 
duration of work from the point of view of the workman. Here emphasis is laid 
on the increasing importance attached to free time which is described as a rather 
unusual luxury article, inasmuch as the possibilities of its use are unlimited. 
Although the author recognises the point, it is difficult to resist the impression 
that the force of much of the analysis is weakened because in fact the individual 
estimate of the advantage of free time does not find expression in a world of 
collective agreements, where each worker, whatever his preferences, has to work 
for the predetermined hours. A lengthy historical chapter follows (written by 
Dr. J. E. van Dierendonck), dealing with the question of hours, more especially 
in Great Britain, America and Holland. Two of the most important chapters 
are concerned with questions of policy in the two opposed cases of scarcity and 
superfluity of labour. The author argues for greater flexibility, wherever possible, 
in the matter of agreements with regard to the length of the working-day. The 
book is largely inspired by the idea that ‘‘ one of the most important products of 
work is the free time that work makes possible.’’] 


WestTrRaTE (C.). Theorie van drie stelsels van sociaal-economisch 
Leven. Leiden: Stenfert Kroese, 1948. 10’. Pp. xi + 656. F. 16. 


[To be reviewed. ]} 
Swiss. 


Amonn (A.). Grundziige der Theoretischen Nationalokonomie. 
Berne: A. Francke, 1948. 9’. Pp. 199. Paper, Sw. fr. 11. Bound, 
Sw. fr. 13.80. 

[To be reviewed. ] 

RapparD (W. E.). La Constitution Fédérale de la Suisse, 1848- 
1948. Neuchatel: Les Editions de la Baconniére, 1948. 9”. 
Pp. 477. 

[This book was prepared by Professor Rappard, at the suggestion of the Fon- 
dation Pro Helvetia, to mark the centenary of the drawing up of the Swiss Federal 
Constitution. ] ‘ 

STACKELBERG (H. von). Grundlagen der theoretischen Volkswirt- 
schaftslehre. Berne: A. Francke, 1948. 9”. Pp. xvi + 368. 
Paper, Sw. fr. 19.50. Bound, Sw. fr. 23.50. 


[To be reviewed. ] 


German. 
Hernia (K.). Das Budget. Tiibingen: J. C. B. Mohr, 1948. 
11”. Pp. 160. 
[To be reviewed.] 
Italian. 


Breetia (A.). L’economia dal punto di vista monetario. Rome: 
Edizioni dell’Ateneo, 1947. 10”. Pp. 405. 14001. 


(This volume reproduces the substance of a course of elementary lectures, 
which were delivered by Professor Breglia in the University of Rome during 
the academical year 1945-46, on the working of the economic system with 
special reference to its monetary aspects. The course seems to have been well 
adapted to its purpose. The instruction is given in simple and clear language, 
and the book retains something of the freshness of the spoken word.] 
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Czechoslovak. 


CuHMELA (L.). Hospodarské Okupace Ceskoslovenska. Jeji Metody 
a Dusledky. Orbis, 1946. 8’. Pp. 179. Kes. 60. 


[This book contains the evidence submitted by the author as economic expert 
to the People’s Court in Prague in connection with the trial of the former Sudeten 
German leader, K. H. Frank. After describing the general economic aims of 
German policy during the War, the author traces the effects of the German 
occupation on the economy of Bohemia and Moravia. The description of the 
long-term aims of German economic policy is particularly useful. This book 
forms a most valuable contribution to the still rather limited literature on German 
War Economics. ] 


Freska, L. 26. tnor 1948 v_ ceskoslovenském hospodéfstvi. 
Prague: Orbis, 1948. 8’. Pp. 84. Keés. 20. 


[This is a series of addresses given by the economic adviser to the Czech 
Communist party to various party audiences at the time of the political changes 
at the beginning of this year. The most valuable part of the book is the descrip- 
tion of Communist strategy in taking over the control of key positions in Czech 
industry. ]} 


GotpMann (J.) and Others. Planované hospodaistvi v Cesko- 
slovensku. Prague: Orbis, 1948. 8”. Pp. 142. Kés. 60. 


[This is the Czech version, brought up to date, of an earlier book in English 
by Dr. Goldmann: Czechoslovakia: Test Case of Nationalisation. Although 
the present book is mainly intended for home consumption and written on a 
rather elementary level, it will also serve the foreign student who desires to obtain 
a general impression of the present state of the Czechoslovak economy and who 
wants to study the methods and objectives of economic planning in that country. 
In fact, this work is an excellent example of how to “ sell ’ an economic plan to the 
general public. English readers may be rather surprised to read on p. 85 that the 
terms of trade of this country have improved since before the War and they may 
fail to be impressed by the desire of the authors (on p. 132) to see planning extended 
to the cultural field. The book clearly shows the great changes in the structure 
of Czechoslovak industry with a substantial reduction in the importance of the 
former world-famous consumer goods industries (textiles etc.) and a corresponding 
expansion of the heavy sector of industry. This change is intended to reduce the 
dependence of Czechoslovakia on export markets in the West, while fitting her 
better into the planned economy of the East.] 


HALBHUBER (J.). Hospodaérska politika nového Ceskoslovenska. 
Prague: Prace, 1946. 8’. Kes. 50. 


[This is a well-documented and thorough criticism of the aims and methods 
of Czechoslovak economic policy in the first year after liberation. The author 
has brought to bear on the problem a wide knowledge of current writings in 
Britain‘and in Sweden—in fact, the text is liberally, perhaps too liberally, garnished 
with untranslated English technical terms. The author criticises the financial 
policy of his country for being too afraid of the inflationary potentialities of the 
post-War situation. He believes in a strengthening of material controls, a 
stabilisation of prices of consumer goods and a gradual absorption of “‘ surplus 
purchasing power ”’ by increased supplies of goods on the civilian sector of the 
economy. He frequently favourably contrasts the British, i.e., Daltonian, 
economic policy with that of other European countries which have tried to solve 
their difficulties by monetary deflation—but then this book was completed in 
June 1946.) 


Macex (J.). Socidlni Ekonomika. Prague: Cesk& Graficka 
Unie, 1948. 8’. Pp. 659. Kes. 269. 


[This is an elementary text-book of economics written in the style which is so 
popular on the Continent, namely containing a mixture of theory, applied eco- 
nomics and institutional ‘description. Within the limits set by its scope, the 
author has done his job very well. He divides the work into five parts, dealing 
respectively with the Economic System, the Theory of Price, Money, Credit and 
Insurance, and Incomes and the Trade Cycle. In his approach to these topics 
Professor Macek tries to achieve a compromise between the pure theory of the 
liberal economists and the Marxian approach. On the whole it may be said that 
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he has been successful, although he does not contribute any new ideas of his own. 
Itis rather surprising to find practically no discussion on the Theory of International 
Trade in this work.] 


Rene (K.). Pravni zaklad zemédélské dvouletky. Prague: 
Orbis, 1947. 7”. Pp. 156. Kés. 50. 


[This is an analysis of the legal background of the agricultural two-year plan. 
The British reader will find interesting similarities with the Agriculture Act, 1947.] 


SmAk (J.). Praktické pokyny pro nabor exportnich zd4stupcu a 
pro organisaci jejich cinnosti. Prague: Melantrich, 1948. 8”. 
Pp. 64. Kés. 45. 


[A handbook for exporters advising them as to the selection of foreign repre- 
sentatives. The book is well documented with model forms in the main foreign 


languages. ] 
Souxur (M.). CGeskoslovenské posta. Prague: Orbis, 1947. 
7”. Pp. 389. Kés. 125. 


[A description of the Czechoslovak postal system containing also the texts 
of, and commentaries on, the relevant statutes. ] 


StaNek (E.) and Others. Mobilisace pracovnich sil. Prague : 
Orbis, 1947. 7’. Pp. 328. Keés. 110. 


[The legal basis for the mobilisation of the Czechoslovak labour force as part 
of the two-year plan.] 


Utrycn (J.). Zaklady marxistické ekonomie. Prague: Svoboda, 
1948. 8”. Pp. 195. Kes. 32. 


[This is a new edition of a popular handbook on Marxian economics published 
for the first time in 1937. The author does not follow the usual approach of 
books of this type explaining “‘ what Marx and Lenin said,” but he tries to apply 
the Marxian approach to an examination of current (i.e., 1937) economic problems. 
The author’s style is very clear, but the book suffers from the fact that it has not 
been revised since its first edition, so that the illustrative material is grossly 
out of date.] 


Vacek (J.). Pln&é Zaméstnanost. Prague: Prace, 1946. 8’. 
Pp. 149. Kés. 56. 

[This is a thorough, though rather elementary, treatment of the modern 
Keynesian approach to the theory of full employment. The author appears to 
be well acquainted with the pre-War Anglo-American and German literature on 
this subject, some of which he tends to accept rather uncritically. The statistics 
quoted by the author refer mainly to countries other than his own and he seems 
thus to have lost an excellent opportunity of proving the value of the theory in 
another country.] ' 


Official. 
BRITISH. 


Bermuda. Report of the Joint Committee appointed by the 
Legislative Council and the House of Assembly on Political, Economic 
and Social Problems Raised by Command Paper Number 7093. 
Hamilton, Bermuda: Hamilton Press, 1948. 9’. Pp. 114. 


[This Report of a Joint Committee of the Legislative Council and the House 
of Assembly of Bermuda is in effect a review of the political, economic and social 
conditions of the small group-of islands, with a population of under 35,000 in 
1946. The Committee decided to invite Prof. J. H. Richardson to make an 
impartial investigation on their behalf, and this Report is largely based on his 
factual studies, though the Committee, of course, bears the responsibility for all 
recommendations made. The Report begins with a full survey of the economy, 
the existing franchise, the fiscal system. It goes on to examine the labour 
legislation, wages and cost of living, occupational opportunities for coloured 
people, social security, education, vocational training, hospital facilities and other 
problems. It ends with a large number of recommendations. They were 
unanimous in opposing an universal adult suffrage; they recommend a revision 
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of the property qualification to give a limited increase in the electorate. They 
advocate an extension of responsible self-government. They propose some re- 
vision of the customs duties to add more essentials to the free list and increase 
the progressiveness of taxes on luxuries. They were divided on the institution 
of direct taxation. The large number of proposals in the field of social legislation 
do not lend themselves to summary. ] 


_ Department of Reconstruction and Supply. Private and Public 
Investment in Canada. Outlook 1948. Ottawa: King’s Printer, 
1948. 10”. Pp. 48. 

[This is an attempt to estimate the scale of investment in Canada in 1948, 
The figure of new capital investment is put at $2-8 billion, or 17% more than the 
total of $2-4 billion achieved in 1947. To this must be added about $1-2 billion 
of repair and maintenance in each year. Of the total gross investment about 
$2-2 billion is expected to take the form of construction and $1-8 billion that of 
machinery and equipment, as against comparable figures of $1-9 billion and 
$1-7 billion in 1947.] 

Department of Reconstruction and Supply. Production of Basic 
and Building Materials in Canada. Outlook 1948. Ottawa: King’s 
Printers, 1948. 10’. Pp. 30. 

[This survey is complementary to that of the scale of investment in 1948. 
It shows that both demand and supplies of basic and building materials should 
be at a higher level than in 1947 and that full realisation of the investment plans 
should be possible.] 


Plantation Crops. London: H.M. Stationery Office (for the 
Commonwealth Economic Committee), 1948. 10”. Pp. x + 102. 
5s. 


[To be reviewed. ] 


Rural Reconstruction Commission. Commercial Policy in Rela- 
tion to Agriculture. Pp. 361. Rural Land Tenure and Valuation. 
Pp. 65. Canberra: Commonwealth Government Printer, 1946. 94”. 

[These two reports are the ninth and tenth reports of the Rural Recon- 
struction Committee, which over a period of years has reviewed in immense 
detail the whole field of Australian rural and agricultural policy. Of these two 
reports, that on Commercial Policy will be of much the greater interest to the 
general reader outside Australia. For it deals not only with problems of 
marketing, but also with much wider problems of external commercial policy, 
international commodity agreements, and the relation of all this to the principal 
branches of agriculture in Australia. It goes on to discuss the problems of 
measures to secure reasonable and stable incomes for farmers and the future 
organisation of the industry. It is inevitable that many of these issues should 
raise differences of opinion between the three Commissioners, and Prof. Wadham 
has indicated his dissent at various points.] 


AMERICAN, 


United States Government Economic Assistance to Foreign 
Countries July 1, 1940, through June 30, 1947. Prepared for the use 
of the House Foreign Affairs Committee by Hermann Ficker, 1948. 
Pp. 14. The European Recovery Program. Basic Documents and 
Background Information prepared by the Staffs of Senate Foreign 
Relations Committee and House Foreign Affairs Committee, 1947. 
Pp. 211. Outline of European Recovery Program. Draft Legislation 
and Background Information. Submitted by the Department of 
State for the use of the Senate Foreign Relations Committee, 1948. 
Pp. 131. Preliminary Report 1, The Italian Crisis and Interim Aid, 
1947. Pp. 14. Preliminary Report 2, The French Crisis and Interim 
Aid, 1947. Pp. 20. Preliminary Report 3, Grain Requirements and 
Availabilities (Cereals except Rice), 1947. Pp. 10. Preliminary 
Report 4, Fertilizer Requirements and Availabilities (Western Europe, 
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with special attention to France, Italy, Western Germany, and Austria), 
1947. Pp. 10. Preliminary Report 5, Petroleum Requirements and 
Availabilities, 1947. Pp. 10. Preliminary Report 6, United States 
Steel Requirements and Availabilities, as they affect European Needs 
for Interim Aids, 1947. Pp. 15. Preliminary Report 7, Coal Re- 
quirements and Availabilities, 1947. Pp. 14. Preliminary Report 8, 
Proposed Principles and Organization for any Program of Foreign 
Aid, 1947. Pp. 12. Preliminary Report 9, Break-Down of European 
Requirements by Major Categories, 1947. Pp. 13. Preliminary 
Report 10, Foreign Aid and Exhaustion of Natural Resources in 
Relation to a Stock Piling Program, 1947. Pp. 11. Preliminary 
Report 11, Comparative Analysis of Suggested Plans of Foreign Aid, 
1947. Pp. 33. Preliminary Report 12, Report on Greece, 1948. 
Pp. 12. Supplement, Status of Funds for Assistance to Greece under 
Public Law 75, 1948. Pp. 6. Preliminary Report 13, Report on 
Germany, 1948. Pp. 6. Preliminary Report 14, What Western 
Europe can do for Itself, 1948. Pp. 24. Preliminary Report 15, 
Inflation and Methods of Financing any Foreign Aid Program, 1948. 
Pp. 29. Preliminary Report 16, Governmental Control Powers 
Affecting the Foreign-Aid Program, 1948. Pp. 43. Preliminary 
Report 17, Transportation as it Affects the European Recovery Pro- 
gram, 1948. Pp. 61. Preliminary Report 18, Report on the United 
Kingdom, 1948. Pp. 22. Preliminary Report 19, Selected Machinery 
and Equipment in the Proposed Foreign Aid Program, 1948. Pp. 10. 
Preliminary Report 20, The East European Economy in Relation to the 
European Recovery Program, 1948. Pp. 77. Preliminary Report 21, 
Report on Trieste, 1948. Pp. 8. Preliminary Report 22, Present 
Functions and Organization of United States and International 
Agencies Related to a Program of Foreign Aid and Recovery, 1948. 
Pp. 96. Preliminary Report 23, Latin America and the European 
Recovery Porgram, 1948. Pp.19. Washington, D.C.: United States 
Government Printing Office. 


CZECHOSLOVAK. 


Donner (B.). Lékatsk&é véda ve sluzbach  zlocinu. Prague : 
Ministry of Information, 1948. 10’. Pp. 63. Kes. 38. 


[A well-documented and illustrated report on the trial at Nuremberg of German 
doctors accused of crimes against humanity.] . 


Guos (B.). Planovita distribuce pracujicich. Prague: Ministry 
of Information, 1948. 8’. Pp. 133. Keés. 50. 


[This is an excellent account of the contemporary labour problems in Czecho- 
slovakia. As a result of the war-time distortion of the industrial structure and 
in consequence of the removal of the German population, a severe shortage of 
man-power has arisen in most of the key industries. In order to encourage 
increased labour mobility, the Czechoslovak Government provide financial 
and other assistance to those who are willing to change their jobs and to women 
who are prepared to enter or re-enter industry. There exists a general legal 
obligation for all physically capable men and women to work. The author has 
some useful comments to make on the disproportionate number of unproductive 
workers in industry. English readers may be interested to learn of a proposed 
national wages policy in Czechoslovakia. ] 


Hospodarstvi a technika v dvouletém planu. Prague: Ministry 
of Information, 1947. 8”. Pp.161. Kés. 25. 

[Here we have a sectional explanation of various aspects of the two-year plan. 
The most useful sections are those dealing with labour policy, industrial policy, 
the attitude of the plan to commerce and financial policy.] 
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Prvni étvrtleti dvouletky. Pp. 125. Kés. 40. Druhé étvrtletj 
dvouletky. Pp. 146. Kés. 50. Tieti étvrtleti dvouletky. Pp. 176. 
Kes. 60. Prague: Ministry of Information, 1947. 8’. 

[In these three volumes, published by the Czechoslovak Ministry of Informa. 
tion, an account is being given of the progress of the two-year plan in its first, 
second and third quarters, 7.e., covering the period from January to September 
1947. A wealth of statistical information may be found in these volumes and in 
the separately printed tables attached to them. Altogether, this is a most meri- 
torious attempt to keep the public informed of the progress of the plan. |] 


Socidlni péée a zdravotnictvi v dvouletém planu. Prague: 
Ministry of Information, 1947. 8”. Pp.42. Kés. 9. 

[This is a companion volume to the preceding set, dealing with social welfare 
and health problems. The economist will be particularly interested in the 
chapter on population policy.] 

Stavba bytu v dvouletce. Prague: Ministry of Information, 
1947. 8”. Pp. 100. Kés. 25. 

[A further volume in the series explaining the implications of the two-year 


plan, dealing this time with housing policy. This book will be of greater interest 
to the physical planner and to the architect than to the economist. ] 


INTERNATIONAL. 


Inter-Allied Reparation Agency. Report of the Secretary-General 
for the year 1947. Brussels: Inter-Allied Reparation Agency, 1948. 
10”. Pp. 75. 

[The Inter-Allied Reparation Agency was established in 1946 to carry out 
certain agreements reached initially in Potsdam and later in Paris for the division 
of reparations both between the U.S.S.R. and the Western Powers and individually 
between the Western Powers themselves. The function of the Agency has been 
to value and allocate the plants made available for reparations purposes by the 
three Western occupying Powers. This Report gives a full statistical account of 
the work of the Agency.] 


United Nations Department of Economic Affairs. Directory of 
Economic and Statistical Projects. No.1. Lake Success, New York: 
United Nations, 1948. 9”. Pp. vi+ 130. $1.00. 

[A list of the very numerous projects of economic and statistical research 
that are under way or planned by the Secretariat of the United Nations and the 
Peelde. agencies. It covers over three hundred such studies in a wide variety 
of fields. 


United Nations Department of Economic Affairs. Economic 
Development in Selected Countries, plans, programmes and agencies. 
Lake Success, New York: United Nations (London: H.M. Stationery 
Office). 9’. Pp. xvi + 286. 15s. 

[The selected countries in this Survey are Mexico, Argentina, Bolivia, Brazil, 
Chile, Peru, Venezuela, India, the Middle East, Poland, Yugo-Slavia, the Sudan, 
the British non-self-governing territories in Africa, French Africa, Liberia.] 


United Nations Department of Economic Affairs. The Foreign 
Exchange Position of the Devastated Countries. Lake Success, New 
York: United Nations (London: H.M. Stationery Office), 1948. 
9”. Pp. viii+ 85. 2s. 6d. 

[This report represents the result of a remit to the Secretariat by the Economic 
and Social Council in October, 1946. It gives estimates of the 1947 balances of 
payments of most of the countries that suffered from the war—the United 
Kingdom included. The figures for the United Kingdom are taken from the 
Economic Survey for 1947, somewhat light-heartedly adjusted. Two sections 
of the report deal with import requirements, available resources and deficits and 
with potential sources of external assistance. ] 
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